Paragon Mortgages (No. 26PLC

(Incorporated with limited liability in England and Wales with registered number27898

Issue of Mortgage Backed Floating Rate Notes

Initial Interest
Principal Issue Rate/Reference StepUp
Amount Class price Index Margin Date Expected rating
Moody's Fitch
£383,489,000 Class A Notes 100 per Compounded 1.05per cent. August Aaa(sf) AAAsf
Due2045 cent. Daily SONIA 1.575 per cent. 2024
from and
including the
StepUp Date
£151,540,000 Class & Notes 100 per Compounded 1.20per cent./ August Aaa(sf) AAASsf
Due2045 cent. Daily SONIA 1.80 per cent. 2024
from and
including the
StepUp Date
£24,741,000 Class B Notes 100 per Compounded 1.90per cent./ August Aal(sf) AA+Sf
Due2045 cent. Daily SONIA 2.85 per cent. 2024
from and
including the
StepUp Date
£18,555,000 Class C Notes 100 per Compounded 2.25per cent./ August Aa3(sf) Asf
Due2045 cent. Daily SONIA 3.25 per cent. 2024
from and
including the
StepUp Date
£20,102,000 Class D Notes 100 per Compounded 2.60per cent./ August Baa3(sf) BBBsf
Due2045 cent. Daily SONIA 3.60 per cent. 2024
from and
including the
StepUp Date
£20,105,000 Class Z Notes 100 per Compounded 3.60per cent. N/A Unrated Unrated
Due2045 cent. Daily SONIA
£10,177,000 Class S Notes 100 per Compounded 4.00per cent. N/A Unrated Unrated
Due2045 cent. Daily SONIA
£9,477,658 Class S VFN 100 per Compounded 4.00per cent. N/A Unrated Unrated
Due2045 cent. Daily SONIA
N/A RC1a Residual N/A N/A N/A N/A Unrated Unrated
Certificates
N/A RC1b Residual N/A N/A N/A N/A Unrated Unrated
Certificates
N/A RC2a Residual N/A N/A N/A N/A Unrated Unrated
Certificates
N/A RC2b Residual N/A N/A N/A N/A Unrated Unrated

Certificates



Issue Date

The Issuer expects to issue the Notes in the classes set out al®¥elppA019
(the"Closing Daté").

Underlying The Issuer will make payments on the Notes framter alia, payments of
Assets principal and revenue received from artiolio comprising buyto-let mortgages
originated by Paragon Mortgages (2010) LimitéBNIL") and Paragon Ban
PLC ("Paragon Bank’) which will be purchased by the Issuer on the Clos
Date, which are secured over residential properties located in England and
(the"Closing DateMortgage Portfolio™).
Plese refer to the section entitledThe Mortgage Portfolib for further
information.
Stand- Standalone issuance.
alone/programme
issuance
Credit Credit Enhancement Features
Enhancement
A Class A and Class B Liquidity Reserve Fund Excess Amount
A General Reserve Fund Excess Amount
A Excess Available Revenue
A Subordination of more junior ranking Notes
See the section entitlédey Structural Featurésfor more information.
Liquidity Liquidity Support Features
Support
A Mortgage Margin Reserve Fund
A Conversion Margin Reserve Fund
A Class A and Class B Liquidity Reserve Fund applied to fund a Clg
and Class B Liquidity Deficit
A GeneralReserve Fund applied to fund a Revenue Deficit (subje
certain conditions in the case of the Class C Notes and the Class D
A Principal Addition Amounts applied to fund Senior Expense Defici
(subject to certain conditions in the case of the Class B Notes)
See the section entitlédey Structural Featurésfor more information.
Redemption Information on any optional and mandatory redemption of the Note
Provisions summarised on page4 (Transaction Overview Summary of the Terms ar
Conditions of the Noteend Residual Certificat¢snd set out in full in Conditiof
5 (Redemption and Purchgse
Benchmark Amounts payable on the Notes are calculated by reference to SONIA. As
Regulation date of this prospectus, t he admi

register of administrators under Article 36 of the Regulation (EU) No 2016/
(the"Benchmarks Reguation "). The transitional provisions in Article 51 of tf
Benchmarks Regulation apply, such that the Bank of England is not cur
required to obtain authorisation/registration (or, if located outside the Eurg
Union, recognition, endorsement or equivalence).




Credit Rating Fitch Ratings Limited "(Fitch") and Moodis Investors Servicelimited
Agencies ("Moody's") (together thé'Rating Agencie$). Each of the Rating Agencies
established in the European Union and is registered under Regulation (E
1060/2009, as amended, of the European Parliament and of the Counci
September 2009 on credit rating agencies'(@RA Regulation").

Arrangers
Lloyds Bank Corporate BofA Merrill Lynch
Markets plc

Joint Lead Managers

Lloyds Bank Corporate BofA Merrill Lynch
Markets plc

The date of this Prospectusliguly2019




Credit Ratings

Ratings arexpected to be assigned to lass Al Notes,Class A2 NotesClass B
Notes, Class C NotemdClass DNotes (thé'Rated Note$) as set out above on
before the Closing Date. Ti@ass Z Notes, th€lass S Notes, the Ga S VFNand
the Residual Certificatesill notbe rated

The ratings assigned to tRatedNotes by Fitcrand Moodys addressinter alia (a)
the likelihood of full and timely payment to the holders of (i) the Clakblétes the
Class A2 Notesand the Class B Notes of all payments of interest on each In
Payment Date and (ii) if no Clasd Notes Class A2 Notesr Class B Notes remai
outstanding, the Most Senior Class of Notes, of all payments of Normal Inter
each Interest Paymebtte and (b) the likelihood of ultimate payment tolib&ders
of the Rated Notesf principal in relation to th&®atedNotes on or prior to the Fina
Maturity Date.

In addition, he ratings assigned by Modsyaddress the expected loss twhler of
Rated Note# proportion to the initial principal amount of the clasfRatedNotes
held bysuchNoteholderonthe Final Maturity Date.

The assignment of ratings to thdrated Notes is not a recommendation to inves
in the Rated Notes. Any credit rating assigned to theRated Notes may be
revised or withdrawn at any time.

Listing

This document constitutes a prospectus (tReospectus), for the purpose o
Directive 2003/71/EQas amended or supersedéthje "Prospectus Directive).
This Prospectus has been approved by the Financial Conduct AuthorltFGtA&).

Applications have been made for the Clags\dtes,Class A2 NotesClassB Notes,
Class C Notes, Class D Notes, Class Z Notes and Class S Notes to be adn|
listing on the official list of the UK Listing Authority (th&Official List") and to
trading on the regulated market of the London Stock Exahdtite"Regulated
Market"). The Regulated Market is a regulated market for the purposes of Dir
2014/65/EU (as amended or superseddd® "Markets in Financial Instruments
Directive").

Eurosystem
Eligibility

The Class A Notesand the Class A2 Notemre intended to be held in a manr
which would allow Eurosystem ellgjlity. This means that the ClassLAotesand
the Class A2 Notesre intended upon issue to be deposited with one of
International Central Securities Depositories (tH&SDs"), as common safekeep
and doesot necessarily mean that the ClasdsMotesand the Class A2 Notesil |
be recognised as eligible collateral for Eurosystem monetary policy anedar
credit operations by the Eurosystem either upon issue or at any or all times
their life. Such recognition will depend upon satisfaction of the Eurosy
eligibility criteria. The Class B Notes, Class C Notes, the Class D Notes, the|
Z Notes, the Class S Notes and the Class S VFN are not intended to be h¢
manner which would allow Eurosystem eligibility or be recognised as eli
collateral for Eurosystm monetary policy and int@day credi operations by the
Eurosystem.

Obligations

The Notes will be obligations of the Issuer alone and will not be guaranteed
be the responsibility of, any other entity. The Notes will not be obligations of
ParagorBanking GroupPLC ('"PBG"), its affiliates or any other party namiedthe
Prospectus, other than the Issuer.

Definitions

Please refer to the section entitl€glossary.

Retention
Undertaking

Paragon Finance PLC'RFPLC") as an originatorwill retain a material ne
economic interest of at least 5 per cent. in the securitisaioaquired by Article §
of Regulation (EU) 2017/2402 (tH&ecuritisation Regulatior’) which, does nol
take into account any cospgonding nationaineasures.
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PFPLC is a related entity of PML and Paragon Bank. As at the Closing Date|
interest will consist of an interest of not less than 5% of the nominal value of
class of Notes in accordance with Article 6(3)(a) of the Securitisation Regul
Any change to the manner in which such interest is held will be notified to inve
Please refer to the section entitlé@ertain Regulatory Disclosuregor further
information.

The transaction is not intended to involve the retention by a sponsor fasparpf
compliance with the final rules promulgated under Section 15G of the Sec
Exchange Act of 1934, as amended (tbeS. Risk Retention Ruleb), but rather it
is intended to rely on an exemption provided forSiection 20of the U.S. Risk
Retention Rules regarding ndhS. transactions. Except withethprior written
consent ofParagorBank and where such sale falls within the exemption provi
by Section20 of the U.S. Risk Retention Rules, the Notes offeredsafdi by the
Issuer may not be purchased by, or for the account or benefit of, any Risk Re
U.S. Person. See the section entitleddS. RiskRetentior for further details.

Residual
Certificates

In addition to the Notes, the Issuer will issue RCla Residual Certificates,
Residual Certificates, RC2a Residual Certificates and RC2b Residual Certi
(together, théResidual Certificates') to the Selleson the Closing Date.

The Residual Certificates constitute part of the consideration provided by the
for the purchase of the Mortgage Portfolio (representing the right to receive Re
Payments in respect of the Mortgage Portfolio).

The RC1la Residual Certificates aheé RC2a Residual Certificates will be issued
PML and the RC1b Residual Certificates and the RC2b Residual Certificates
issued tdParagon Bank

The Residual Certificates are not intended to be admitted to listing on the Q
List nor to traling on the Regulated Market.

Only the Notes are being offered hereby. The Residual Certificates are not
offered hereby.

See the section entitletferms and Conditions of the Residual Certificatis
further details.

Significant
Investor

On the Closing Daté?FPLCwill purchasepproximatelyb per cent. of thaggregate
Principal Amount Outstanding of tiiglass AL Notesand allof the Class#A2 Notes,
the Class B Noteshe Class C NotesheClass DNotes theClass Z Notes, the Clag
S Notes and the Class S MAPFPLCmay retain or at a later date sell some or a
those Notes in the secondary market at variable prices (which may, in turn, aff
liquidity and price of the Notes and/or ResidQattificates in the secondary marke
PFPLCmay sell those Notes in individually negotiated transactions at variable |
in the secondary markéh holding some or all duch classes ®fotes PFPLCmay
therefore be able to pass, or hold a suffici@mority to block, certain Noteholde
resolutions.

Also, on the Closing Date, the Sefievill receive the Residual Certificates as par
consideration for the sale of the Mortgage Portfolio

Therefore, significant concentrations of holdings of theeNoand the Residus
Certificates are likely to occur

Please see the risk factor entitléthragon Bankingsroup plc asNoteholdet.

Volcker Rule

The Issuer is of the view that it is not now, and immediately following the issu
of the Notes and the application of the proceeds thereof it will not begvared
fund" as defined in the regulations adopted under Section 13 of the Bank H
Compaly Act of 1956, as amended, commonly known as "tfielcker Rulée'.
Although other exclusions may be available to the Issuer, this view is based
exemption provided in Section 3 (c)(5)(C) of the Investment Company Act




THE "RISK FACTORS' SECTION CONTAINS DETAILS OF CERTAIN RISKS AND OTHER
FACTORS THAT SHOULD BE GIVEN PARTICULAR CONSIDERATION BEFORE

INVESTING IN THE NOTES. PROSPECTIVE INVESTORS SHOULD BE AWARE OF THE
ISSUES SUMMARISED WITHIN THAT SECTION.
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IMPORTANT NOTICE

THE NOTES WILL BE OB LIGATIONS OF THE ISS UER ONLY. THE NOTES WILL NOT BE
OBLIGATION S OF, OR THE RESPONSBILITY OF, OR GUARA NTEED BY, ANY PERSON
OTHER THAN THE ISSUER. IN PARTICULAR, T HE NOTES WILL NOT BE OBLIGATIONS
OF, OR THE RESPONSIBILITY OF, OR GUARANT EED BY, THE ARRANGERS (AS SET OUT
BELOW IN THE SECTION ENTITLED "TRANSACTION OVERVEW i TRANSACTION
PARTIES"), THE JOINT LEAD MAN AGERS, THE SELLERS, THE LEGAL TITLE HOLDERS,
THE ADMINISTRATOR S, THE SUBSTITUTE ADM INISTRATOR, THE SUBSTITUTE
ADMINISTRATOR FACILITATOR , THE MAPLES CORPORATE SERVICES PROVIDER,
THE PARAGON CORPORATE SERVICES PROVIDER, THE ISSUE SERVICES PROVIDER,
THE INITIAL BASIS HEDGE PROVIDER, THE ACCOUNT BANKS, THE TRUSTEE, THE
PRINCIPAL PAYING AGE NT, THE REGISTRAR OR THE CLASS S VFN REGISTRAR (EACH
AS DEFINED HEREIN) OR ANY COMPANY IN T HE SAME GROUP OF COMPANIES AS ANY
SUCH PERSONS OR PARTY TO THE RELEVANT DO CUMENTS (OTHER THAN THE
ISSUER). NO LIABILI TY WHATSOEVER IN RES PECT OF ANY FAILURE BY THE ISSUER
TO PAY ANY AMOUNT DU E UNDER THE NOTES SHALL BE ACCEPTED BY A NY OF THE
ARRANGERS, THE JOINT LEAD MAN AGERS, THE SELLERS, THE LEGAL TITLE
HOLDERS, THE ADMINISTRATOR S, THE SUBSTITUTE ADM INISTRATOR, THE
SUBSTITUTE ADM INISTRATOR FACILITATOR, THE MAPLES CORPORATE SERVICES
PROVIDER, THE PARAGON CORPORATE SERVICES PROVIDER, THE ISSUE SERVICES
PROVIDER, THE INITIAL BASIS HEDGE PROVIDER, THE ACCOUNT BANKS, THE
TRUSTEE, THE PRINCIP AL PAYING AGENT , THE REGISTRAR OR THE CLASS S VFN
REGISTRAR, OR ANY PERSONOTHER THAN THE ISSUER.

YOU SHOULD REVIEW AND CONSIDER THE DISCI$SION UNDER "RISK FACTORS
BEGINNING ON PAGES8 IN THIS PROSPECTUSEFORE YOU PURCHASEANY NOTES.

THE CLASS AL NOTES AND THE CLASS A2 NOTES ARE INTENDED TO BE HELD IN A
MANNER WHICH WOULD ALLOW EUROSYSTEM ELIGBILITY. THIS MEANS THAT THE
CLASS AL NOTESAND THE CLASS A2 NOTESARE INTENDED UPON ISUE TO BE DEPOSITED
WITH ONE OF EUROCLEAR OR CLEARSTREAM, LIKEMBOURG AS COMMON S\FEKEEPER
AND DOES NOT NECESSRILY MEAN THAT THE CLASS ALNOTESORTHE CLASS A2 NOTES
WILL BE RECOGNISED AS ELIGIBLE COLLATERAL FOR EUROSYSTEM MOETARY POLICY
AND INTRA-DAY CREDIT OPERATIONS BY THE EJROSYSTEM (EUROSYSTEM ELIGIBLE
COLLATERAL ") EITHER UPON ISSUEOR AT ANY OR ALL TIMES DURING THEIR LIFE SUCH
RECOGNITION WILL DEFEND UPON SATISFACTION OF THE EUROSYSTEMELIGIBILITY
CRITERIA. IT IS EXPECTIB THAT THE CLASS B NOTES, THE CASS C NOTES, THE CASS D
NOTES, THE CLASS Z QOTES, THE CIASS S NOTES AND THECLASS S VENWILL NOT
SATISFY THE EUROSYSEM ELIGIBILITY CRITERIA. THE ISSUER GNES NO
REPRESENTATION, WARRNTY, CONFIRMATION OR GUARANTEE TO ANY INVESTORIN
THE CLASS AL NOTESORIN THE CLASS A2 NOTESTHAT THE CLASS AL NOTESAND THE
CLASS A2 NOTESWILL, EITHER UPON ISSUE OR AT ANY TIME ARIOR TO REDEMPTION N
FULL, SATISFY ALL ORANY OF THE REQUIREMENTS FOR EUROSYSTENELIGIBILITY AND
BE RECOGNISED AS EURSYSTEM ELIGIBLE COLLATERAL. ANY POTENTIAL INVESTOR
IN THE CLASS Al NOTES OR IN THE CLASS A2 NDTES SHOULD MAKE THEIR OWN
CONCLUSIONS AND SEEKTHEIR OWN ADVICE WITH RESPECT TO WHETHR OR NOT THE
CLASS Al NOTES OR THE CLASS A2 NOTES CONSTITUTE EUROSYSEM ELIGIBLE
COLLATERAL.

The Class A Notes the Class A2 Noteshe Class B Notes, the Class C Notes, the Class D Notes, the Class

Z Notes and the Class S Notes will be represented on issue by a global note certificfitteiredeform
(a"Global Note"). The Class S VFN will be issued in dematerialised registered form and no certificate
evidencing entitlement to the Class S VFN will be issued. The Claddofes,the Class A2 Noteshe

Class B Notes, the Class C Notes, the Class D Notes, the Class Z Notes and the Class S Notes may be
issued in definitive registered forim certain circumstances.

The Issuer will also maintain a register, to be kept on the Issugdralf by the Class S VFN Registrar, in

which the Class S VFN will be registered in the name of the Class S VFN Holder. Transfers of all or any
portion of the interest in the Class S VFN may be made only through the register maintained by the Issuer.
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THE DISTRIBUTION OF THIS PROSPECTUS AND THBFFERING OF THE NOES IN CERTAIN
JURISDICTIONS MAY BERESTRICTED BY LAW. NO REPRESENTATIONS$ MADE BY ANY OF
THE TRANSACTION PARTES THAT THIS PROSPETUS MAY BE LAWFULLY DISTRIBUTED,
OR THAT THE NOTES MA' BE LAWFULLY OFFERED, IN COMPIANCE WITH ANY

APPLICABLE REGISTRATON OR OTHER REQUIRMENTS IN ANY SUCH JWRISDICTION, OR
PURSUANT TO AN EXEMHAION AVAILABLE THEREUNDER, AND NONE OF HEM ASSUMES
ANY RESPONSIBILITY FOR FACILITATING ANY SUCH DISTRIBUTION OROFFERING. IN
PARTICULAR, SAVE FOR OBTAINING THE APPRO/AL OF THIS PROSPECUS AS A
PROSPECTUS FOR THEWRPOSES OF THE PRO&ETUS DIRECTIVE BY THE FCA, NO
ACTION HAS BEEN OR WLL BE TAKEN BY ANY OF THE TRANSACTION RARTIES WHICH
WOULD PERMIT A PUBLIC OFFERING OF THE NOES OR DISTRIBUTION OF THIS
PROSPECTUS IN ANY JRISDICTION WHERE ACTON FOR THAT PURPOSHS REQUIRED.
ACCORDINGLY, THE NOTES MAY NOT BE OFFERP OR SOLD, DIRECTLYOR INDIRECTLY,
AND NEITHER THIS PRGPECTUS NOR ANY ADVIRTISEMENT OR OTHER GFERING
MATERIAL MAY BE DISTRIBUTED OR PWBLISHED, IN ANY JURISDICTION, EXCEPT UNIER
CIRCUMSTANCES THAT WLL RESULT IN COMPLIANCE WITH ANY APPLICABLE LAWS

AND REGULATIONS. PERSONS INTO WHOSE PCSESSION THIS PROSPEHWS COMES ARE
REQUIRED BY THE ISSWER, THE ARRANGERS AND THE JONT LEAD MANAGERS TO
INFORM THEMSELVES ABOUT AND TO OBSERVE AY SUCH RESTRICTIONS

THE NOTES HAVE NOT EEEN AND WILL NOT BEREGISTERED UNDER THESECURITIES ACT,
THE SECURITIES LAWSOF ANY STATE OF THEUNITED STATES OR ANYOTHER RELEVANT
JURISDICTION. THE NDTES MAY NOT BE OFFERD OR SOLD WITHIN THE UNITED STATES
OR TO, OR FOR THE ACOUNT OR BENEFIT OFU.S. PERSONS EXCEPPURSUANT TO AN
EXEMPTION FROM SUCH REGISTRATION REQUIRBMENTS. THE NOTES AR NOT
TRANSFERABLE EXCEPTIN ACCORDANCE WITH THE RESTRICTIONS DISCRIBED HEREIN
UNDER"DESCRIPTION OF THE @TESTHE VARIABLE NOTE AN RESIDUAL CERTIFICAESIN
GLOBAL FORM.

EXCEPT WITH THE PRI®R WRITTEN CONSENT OFPARAGON BANK PLC (PARAGON
BANK") AND WHERE SUCH SAIE FALLS WITHIN THE EXEMPTION PROVIDED BYSECTION
20 OFTHE U.S. RISK RETENTON RULES, THE NOTESOFFERED AND SOLD BYTHE ISSUER
MAY NOT BE PURCHASEDBY, OR FOR THE ACCQ@NT OR BENEFIT OF, AY "U.S. PERSON
AS DEFINED IN THE US. RISK RETENTION RUES ('RISK RETENTION U.S. PERSONS).
PROSPECTIVE INVESTOR SHOULD NOTE THAT HE DEFINITION OF"U.S. PERSONIN THE
U.S. RISK RETENTIONRULES IS SUBSTANTIALLY SIMILAR TO, BUT NOT IDENTICAL TO,
THE DEFINITION OF "U.S. PERSON IN REGULATION S. EACH PURCHAER OF NOTES,
INCLUDING BENEFICIAL INTERESTS THEREIN,WILL BE DEEMED, AND IN CERTAIN
CIRCUMSTANCES WILL BE REQUIRED, TO HAVEMADE CERTAIN REPRESETATIONS AND
AGREEMENTS, INCLUDING THAT IT (1) IS NOTA RISK RETENTION US. PERSON (UNLESS IT
HAS OBTAINED THE FRIOR WRITTEN CONSENTOF PARAGON BANK), @) IS ACQUIRING
SUCH NOTE OR A BENEFCIAL INTEREST THERHEN FOR ITS OWN ACCOUNT AND NOT WITH
A VIEW TO DISTRIBUTE SUCH NOTE, AND (3)IS NOT ACQUIRING SU® NOTE OR A
BENEFICIAL INTERESTTHEREIN AS PART OF ASCHEME TO BVADE THE REQUIREMENTS
OF THE U.S. RISK REENTION RULES.

THE SELLERSAS SPONSOR UNDER THE U.S. RISKRETENTION RULESDO NOT INTEND TO
RETAIN AT LEAST 5 PER CENT. OF THE CREDT RISK OF THE NOTES-OR THE PURPOSES OF
THE U.S. RISK RETENTON RULES, BUT RATHER INTEND TO RELY ON AN EXEMPTION
PROVIDED FOR INSECTION20 OF THE U.S. RISKRETENTION RULES RE@RDING NON-U.S.
TRANSACTIONS. SEE'U.S. RISK RETENTION.

THE NOTES WILL BE SBJECT TO RESTRICTION ON TRANSFER AS DESRIBED HEREIN.
EACH INITIAL PURCHASER AND SWBSEQUENT TRANSFEREEOF THE NOTES WILL BE
DEEMED, BY ITS ACQUSITION OR HOLDING OF SUCH NOTES, TO HAVEMADE THE
REPRESENTATIONS SETFORTH IN THE PROSPETUS (IN THE SECTION ENTITLED
"TRANSFER RESTRICTIGNAND INVESTOR REPBENTATIONS, SUCH NOTES AND THE
TRUST DEED THAT ARE RERJUIRED OF SUCH INITAL PURCHASERS AND TRANSFEREES.
ANY RESALE OR OTHERTRANSFER, OR ATTEMPED RESALE OR OTHER ATEMPTED
TRANSFER, OF NOTES WICH IS NOT MADE IN COMPLIANCE WITH THE APPLICABLE
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TRANSFER RESTRICTION WILL BE VOID. THE NOTES WILL ALSO BEAR RESTRICTIVE
LEGENDS.

NONE OF THE ISSUER & THE ARRANGERS OR ANY JOINT LEAD MANAGER OR THE
TRUSTEE MAKES ANY REPRESENTAION TO ANY PROSPECIVE INVESTOR OR
PURCHASER OF THE NOES REGARDING THE LE@LITY OF INVESTMENT THEREIN BY
SUCH PROSPECIVE INVESTOR OR PUREGIASER UNDER APPLICABE LEGAL INVESTMENT
OR SIMILAR LAWS OR REGULATIONS.

NONE OF THE ARRANGER OR THE JOINT LEADMANAGERS OR THE TRUSTEEARE
RESPONSIBLE FOR ANYOBLIGATIONS OF PFPLC,THE SELLERS OR THE $SUERFOR
COMPLIANCE WITH THE REQUREMENTS (INCLUDING ANY EXISTING OR ONGANG
REPORTING REQUIREMENS) OF ARTICLE 7 OFTHE SECURITISATION FEGULATION OR
ANY CORRESPONDING NATONAL MEASURES WHICH MAY BE RELEVANT.

THE ISSUER ACCEPTSRESPONSIBILITY FOR HE INFORMATION CONTAINED IN THIS

PROSPECTUS AND DECLRES THAT, HAVING TAKEN ALL REASONABLE CARE TO ENSURE
SUCH IS THE CASE, TH INFORMATION IN THIS PROSPECTUS, TO THBEST OF ITS
KNOWLEDGE, IS IN ACGORDANCE WITH THE FACTS AND CONTAINS NO OMISSION LIKELY

TO AFFECT ITS IMPORT ANY INFORMATION SOURCED FROM THIRD PARTIES CONTAINED
IN THIS PROSPECTUS AS BEEN ACCURATELY REPRODUCED (AND IS CEARLY SOURCED
WHERE IT APPEARS INTHIS PROSPECTUS) ANPAS FAR AS THE ISSER IS AWARE AND IS
ABLE TO ASCERTAIN FROM INFORM\TION PUBLISHED BY THAT THIRD PARTY, NOFACTS
HAVE BEEN OMITTED WHCH WOULD RENDER THE REPRODUCED INFORMATON

INACCURATE OR MISLEADING.

LLOYDS BANK CORPORATE MARKETS PLC ACCEPTS RESPONBILITY FOR THE
INFORMATION SET OUT INTHE SECTION ENTITLED "LLOYDS BANKCORPORATE MARKETS
PLC OVERVIEW OF THE SECTION HEAIED "THE INITIAL BASISHEDGE PROVIDER TO THE
BEST OF THE KNOWLED& AND BELIEF OF LLOYDS BANK CORPORATE MARKETSPLC
(HAVING TAKEN ALL REASONABLE CARE TO ENSURE THAT SUCHIS THE CASE), THE
INFORMATION CONTAINED IN THE SECTION REERRED TO IN THIS PARGRAPH IS IN
ACCORDANCE WITH THEFACTS AND DOES NOT MIT ANYTHING LIKELY TO AFFECT THE
IMPORT OF SUCH INFORIATION. NO REPRESENATION, WARRANTY OR UNDERTAKING,
EXPRESS OR IMPLIED|S MADE AND NO RESP®ISIBILITY OR LIABILI TY IS ACCEPTED BY
LLOYDS BANK CORPORATE MARKETSLCAS TO THE ACCURACYOR COMPLETENESS OF
ANY INFORMATION CONTAINED IN THIS PROSPETUS (OTHER THAN INTHE SECTIONS
REFERRED TO ABOVE) ® ANY OTHER INFORMATION SUPPLIED IN CONNECTION WITH
THE NOTES OR THEIR ISTRIBUTION.

NO PERSON IS AUTHORBED TO GIVE ANY INFARMATION OR TO MAKE ANY
REPRESENTATION IN COINECTION WITH THE OFFERING OR SALE OF T NOTES OTHER
THAN THOSE CONTAINED IN THIS PROSPECTUSAND, IF GIVEN OR MADE, SWCH
INFORMATION OR REPRISENTATION MUST NOT HE RELIED UPON AS HAVUNG BEEN
AUTHORISED BY ANY OF THE TRANSACTION PARIES OR ANY OF THEIRRESPECTIVE
AFFILIATES OR ADVISERS. NEITHER THE DELVERY OF THIS PROSPETUS NOR ANY SALE
OR ALLOTMENT MADE IN CONNECTION WITH THE OFFERING OF HE NOTES SHALL,
UNDER ANY CIRCUMSTANCES, CREATE ANY IMPUCATION OR CONSTITUTE A
REPRESENTATION THATTHERE HAS BEEN NO CIANGE IN THE AFFAIRSOF THE ISSUER
OR THE SELLER OR INTHE OTHER INFORMATION CONTAINED HEREIN SNCE THE DATE
HEREOF. THE INFORMAION CONTAINED IN THIS PROSPECTUS WAS CBAINED FROM
THE ISSUER AND THE OHER SOURCES IDENTIEED HEREIN, BUT NO ASSURANCE CAN BE
GIVEN BY THE ARRANGERS THE JOINT LEAD MANAGERS OR THETRUSTEE AS TO THE
ACCURACY OR COMPLETHEESS OF SUCH INFORMATION. NONE OF THEARRANGERS THE
JOINT LEAD MANAGERS OR THE TRUSTEE HAS BPARATELY VERIFIED THE
INFORMATION CONTAINED HEREIN. ACCORDINGY, NONE OF THE ARRANGERS THE
JOINT LEAD MANAGERSOR THE TRUSTEE MAKESANY REPRESENTATION,EXPRESS OR
IMPLIED, OR ACCEPTSANY RESPONSIBILITY, WITH RESPECT TO THEACCURACY OR
COMPLETENESS OF ANYOF THE INFORMATION N THIS PROSPECTU®R ANY DOCUMENT
OR AGREEMENT RELATING TO THE NOTES OR AN RELEVANT DOCUMENT. NONE OF THE
ARRANGERS OR THE JOINT LEAD MANAGERS OR THE TRUSTEESHALL BE RESPONSIBLE
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FOR, ANY MATTER WHICH IS THE SUBJECT OFANY STATEMENT, REPRESENTATION,
WARRANTY OR COVENANTOF THE ISSUER CONTMNED IN THE NOTES ORANY RELEVANT

DOCUMENTS, OR ANY OTHER AGREMENT OR DOCUMENT REATING TO THE NOTESOR
ANY RELEVANT DOCUMENT, OR FOR THE EXECUTDN, LEGALITY, EFFECTVENESS,
ADEQUACY, GENUINENESS, VALIDITY, ENFORCEABILITY OR ADMISSIBILITY IN

EVIDENCE THEREOFIN MAKING AN INVESTM ENT DECISION, INVESTORS MUST RELY ON
THEIR OWN EXAMINATION OF THE TERMS OF THs OFFERING, INCLUDNG THE MERITS
AND RISKS INVOLVED. THE CONTENTS OF TH$ PROSPECTUS SHOULDNOT BE
CONSTRUED AS PROVIDNG LEGAL, BUSINESS,ACCOUNTING OR TAX ADVICE. EACH
PROSPECTIVE INVESTORSHOULD CONSULT ITS OWNLEGAL, BUSINESS, ACOUNTING
AND TAX ADVISERS PRIOR TO MAKING A DECISON TO INVEST IN THENOTES.

THE DELIVERY OF THIS PROSPECTUS AT ANY T™E DOES NOT IMPLY THAT THE
INFORMATION HEREIN IS CORRECT AT ANY TIME SUBSEQUENT TO IT®ATE.

THIS PROSPECTUS DOES NOTONSTITUTE AN OFFEROF, OR AN INVITATION BY OR ON
BEHALF OF, THE ISSUR, THE SELLER, THEARRANGERS THE JOINT LEAD MANAGERS OR
ANY OF THEM TO SUBS®RIBE FOR OR PURCHASEANY OF THE NOTES IN ANY

JURISDICTION WHERE 8&CH ACTION WOULD BE UNLAWFUL AND NEITHER THIS
PROSPECTUS, NOR ANPART THEREOF, MAY BEUSED FOR OR IN CONECTION WITH ANY

OFFER TO, OR SOLICIATION BY, ANY PERSON IN ANY JURISDICTION OR IN ANY

CIRCUMSTANCES IN WHICH SUCH OFFER OR SACITATION IS NOT AUTHORISED OR TO
ANY PERSON TOWHOM IT IS UNLAWFUL TO MAKE SUCH OFFEROR SOLICITATION.

THIS PROSPECTUS IS BERSONAL TO THE OFFEEE WHO RECEIVED IT ROM THE
ARRANGERSOR A JOINT LEAD MANAGER AND DOES NOT CQISTITUTE AN OFFER TQANY
OTHER PERSON TO PURAGASE ANY NOTES.

THE NOTES ARE BEINGOFFERED ONLY TO A LMITED NUMBER OF INVESTORS THAT ARE
WILLING AND ABLE TO CONDUCT AN INDEPENDENT INVESTIGATION OF THE

CHARACTERISTICSOF THE NOTES AND THERISKS OF OWNERSHIRPOF THE NOTES. IT IS
EXPECTED THAT PROSPETIVE INVESTORS INTERESTED IN PARTICIPATNG IN THIS

OFFERING WILL CONDUC AN INDEPENDENT INVESTIGATION OF THE R6KS POSED BY
AN INVESTMENT IN THE NOTES. PROSPECTIVFPURCHASERS OF THE NOTES MUSTBE

ABLE TO HOLD THEIR INVESTMENT FOR AN INCEFINITE PERIOD OF TME.

THIS PROSPECTUS IS QT INTENDED TO FURNBH LEGAL, REGULATORY, TAX,
ACCOUNTING, INVESTMENT OR OTHER ADVICE TO ANY PROSPECTIVE PBCHASER OF
THE NOTES.

THIS PROSPECTUS SHOW NOT BE CONSIDEREDAS A RECOMMENDATION BY THE
ISSUER, THE JOINT LBD MANAGERS, THEARRANGERSOR ANY OTHER PERSOR THAT
ANY RECIPIENT SHOULDPURCHASE ANY OF THENOTES.

THIS PROSPECTUS SHALWD BE REVIEWED BY EACH PROSPECTIVE PURCASER AND ITS
LEGAL, REGULATORY, TAX, ACCOUNTING, INVESTMENT AND OTHER ADVISERS.
PROSPECTIVE PURCHASES WHOSE INVESTMENTAUTHORITY IS SUBJECTTO LEGAL
RESTRICTIONS SHOULDCONSULT THEIR LEGAL ADVISERS TO DETERMINE WHETHER
AND TO WHAT EXTENT THE NOTES CONSTITUTE.LEGAL INVESTMENTS FCR THEM.

In this Prospectus all references"tdember State' are references to a Member State of the European
Economic Areaandreferences tdSterling”, "GBP" and"£" are references to the lawful currency of th
United Kingdom.

Forward-looking Statements and Statistical Information

Some of the statements contained in this Prospectus consist of forwdmbking statements relating
to future economic performance or projetions and other financial items. These statements can be
identified by the use of forwardlooking terminology, such as the words' believe$, "expects,
"may", "intends', "should" or "anticipates' or the negative or other variations of those terms.
Thesestatements involve known and unknown risks, uncertainties and other important factors that



could cause the actual results and performance of the NoteBhe Paragon Banking Group PLCor
any of its subsidiary undertakings (together, theé' ParagonBanking Group") or the United Kingdom
residential and buyto-let mortgage industry to differ materially from any future results or
performance expressed or implied in the forwardooking statements. These risksjncertainties and
other factors include, among others general economic and business conditions in the United
Kingdom, currency exchange and interest rate fluctuations, government, statutory, regulatory or
administrative initiatives affecting the ParagonBanking Group or the business carried on by it,
changes in business strategy, lending practices or customer relationships and other factors that may
be referred to in this Prospectus. Some of the most significant of these rsluncertainties and other
factors are discussed in this Prospectus under the section entitlédRisk Factors, and you are
encouraged to carefully consider those factors prior to making an investment decision in relation to
the Notes.

This Prospectus alsocontains certain tables and other statistical analyses (thé Statistical
Information ") which have been prepared in reliance on information provided by the Issuer and/or
the Sellels. Numerous assumptions have been used in raring the Statistical Information, which
may or may not be reflected in the material. As such, no assurance can be given as to the Statistical
Information 's accuracy, appropriateness or completeness in any particular context, or as to whether
the Statistical Information and/or the assumptions upon which they are based reflect present market
conditions or future market performance. The Statistical Information should not be construed as
either projections or predictions or as legal, tax, financial or accourimg advice. The average life of
or the potential yields on any security cannot be predicted, because the actual rate of repayment on
the underlying assets, as well as a number of other relevant factors, cannot be determined. No
assurance can be given thahe assumptions on which the possible average lives of or yields on the
securities are made will prove to be realistic

Disclosure of Interests

In addition to the interests described in this Prospectus, the Joint Lead Mamagéhe otherelevant
Transaction Partieend their respective related entities, associates, officers or employees'(@atdvant
Entity "):

(a) may from time to time be a Noteholder or have other interests with respect to the Notes and they

may dso have interests relating to other arrangements with respect to a Noteholder or a Note;

(b) may receive fees, brokerage and commissions or other benefits, and act as principal with respect

to any dealing with respect to any Notes; and

(c) may be involved in a lbad range of transactions including, without limitation, banking, dealing
in financial products, credit, derivative and liquidity transactions, investment management,
corporate and investment banking and research in various capacities in respect oésh¢hiot
Issuer or any related entity, both on its own account and for the account of other persons.

Prospective investors should be aware that:

0] each Relevant Entity in the course of its business (including in respect of interests described above)

may act hdependently of any other Relevant Entity or any party to a Relevant Document;

(i) to the maximum extent permitted by applicable law, the duties of each Relevant Entity in respect

of the Notes are limited to the relevant contractual obligations set out Reteeant Documents
and, in particular, no advisory or fiduciary duty is owed to any person;

(iii) a Relevant Entity may have or come into possession of information not contained in this Prospectus

that may be relevant to any decision by a potential investaqaire the Notes and which may or
may not be publicly available to potential investdiRdlevant Information");

(iv) to the maximum extent permitted by applicable law, no Relevant Entity is under any obligation to
disclose any Relant Information to any other Relevant Entity, to any party to a Relevant

Document or to any potential investor and this Prospectus and any subsequent conduct by a

Relevant Entity should not be construed as implying that the Relevant Entity is not isgmmsse
of such Relevant Information; and

-Xi -



(v) each Relevant Entity may have various potential and actual conflicts of interest arising in the
ordinary course of its business, including in respect of the interests described above. For example,
a Relevant Entitg dealings with respect to a Note, the Issuer or a party to a Relevant Document
may affect the value of a Note. These interests may conflict with the interests of a Noteholder, and
the Noteholder may suffer loss as a result. To the maximum extent perintapplicable law, a
Relevant Entity is not restricted from entering into, performing or enforcing its rights in respect of
the Relevant Documents or the interests described above and may otherwise continue or take steps
to further or protect any of tise interests and its business even where to do so may be in conflict
with the interests of Noteholders, and the Relevant Entities may in so doing act without notice to,
and without regard to, the interests of any such person.

The investment activities ofctain investors are subject to investment laws and regulations, or review or
regulation by certain authorities. Each potential investor should consult its legal advisers to determine
whether and to what extent (a) Notes are legal investments for Kofes can be used as collateral for
various types of borrowing and (c) other restrictions apply to its purchase or pledge of any Notes. Financial
institutions should consult their legal advisers or the appropriate regulators to determine the appropriate
treatment of Notes under any applicable-igised capital or similar rules.

MIFID 1l PRODUCT GOVERNANCE / PROFESSIONAL INVESTORS AND ECPS ONLY

TARGET MARKET 1 Solely for the purposes of each manufactangroduct approval process, the target
market assessment in respect of the Notes has led to the conclusion that: (i) the target market for the Notes
is eligible counterparties and professional clients only, each as defined in Directive 2014/65/EU (as
amened or superseded'MIFID 1l "); and (ii) all channels for distribution of the Notes to eligible
counterparties and professional clients are appropriate. Any person subsequently offering, selling or
recommending the Notes ‘(distributor ") should take into consideration the manufactutarget market
assessment; however, a distributor subject to MiFID Il is responsible for undertaking its own target market
assessment in respect of the Notes (by either adopting or gefinen manufacturergarget market
assessment) and determining appropriate distribution channels.

PRIIPs Regulation

The Notes are not intended to be offered, sold or otherwise made available to and should not be offered,
sold or otherwise madwvailable to any retail investor in the European Economic AEeBA"). For these
purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11)
of Article 4(1) of MiFID Il ; or (ii) a customer \ithin the meaning of Directive01697/EU (as amended or
superseded|DD"), where that customer would not qualify as a professional client as defined in point (10)
of Article 4(1) of MiFID II. Consequently no key information document requbgdegulation (EU) No
1286/2014 4&s amended or supersedbeé "PRIIPs Regulation') (a"KID ") for offering or selling the

Notes or otherwise making them available to retail investors in the EEA has been preparedeforé the
offering or selling the Notes or otherwise making them available to any retail investor in the EEA may be
unlawful under the PRIIPs Regulation.
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DIAGRAMMATIC OVERVIEW OF THE TRANSACTION
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DIAGRAMMATIC OVERVIEW OF CASHFLOWS
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DIAGRAMMATIC OVERVIEW OF THE OWNERSHIP STRUCTURE

SHARE TRUSTEI
MAPLES FIDUCIARY SERVICES (UK) LIMITEL

A A

HOLDINGS
PARAGON MORTGAGE! (NO.26) HOLDINGS LIMITED

Y

ISSUEF
PARAGON MORTGAGE:!: (NO.26) PLC

The above diagram illustrates the ownership structure of the special purpose companies that are parties to
the Relevant Documents, as follows:

i The entire issued share capital of sguer is beneficially owned by Holdings.

i The entire issued share capital of Holdings is held on trust by the Share Trustee under the terms
of a discretionary trust.



TRANSACTION OVERVIEW T TRANSACTION PARTIES

The information set out below is an overviewheftransaction parties. This overview does not purport to
be complete and should be read in conjunction with, and is qualified in its entirety by references to, the
detailed information presented elsewhere in this Prospectus.

Transaction Party

Name

Address

Document under which
appointed/Further
information

Issuer

Sellers

Legal Title Holders

Administrators

Substitute
Administrator

Substitute
Administrator
Facilitator

Paragon Mortgage:

(No. 26) PLC

Paragon Mortgage:

(2010) Limited

Paragon Bank plc

Paragon Mortgage:

(2010) Limited

Paragon Banklc

Paragon Mortgage:

(2010) Limited

Paragon Bank plc

Homeloan
Management
Limited

Maples Fiduciary
ServiceqUK)
Limited

51 Homer Road
Solihull

West Midlands
B91 3QJ

51 Homer Road
Solihull

West Midlands
B91 3QJ

51 Homer Road
Solihull

West Midlands
B91 3QJ

51 Homer Road
Solihull

West Midlands
B91 3QJ

51 Homer Road
Solihull

West Midlands
B91 3QJ

51 Homer Road
Solihull

West Midlands
B91 3QJ

51 Homer Road
Solihull

West Midlands
B91 3QJ

The Pavilions,
Bridgwater Road,
Bristol

BS13 8AE

11 Floor, 200

Aldersgate Street,

London, United

Kingdom EC1A 4HD

See the section entitlédhe
Issuet for further information

Mortgage Sale Agreement

See the sections entitlédihe
Mortgages' and"The Sellet
for further information

Mortgage Sale Agreement

See the secti@entitled"The
Mortgages' for further
information

Administration Agreement

See the section entitled
"Mortgage Administratiohfor
further information

Substitute Administrator
Agreement

See the section entitled
"Mortgage Administratiohfor
further information

Substitute Administrator
FacilitatorAgreement

See the section entitled
"Mortgage Administratiohfor
further information



Transaction Party

Name

Address

Document under which
appointed/Further
information

Maples Corporate
ServicesProvider

ParagonCorporate
Services Provider

Issue Services
Provider

Initial Basis Hedge
Provider

Account Bank

PML Collection
Account Bank

PB Collection
Account Bank

Trustee

Principal Paying
Agent

Maples Fiduciary
ServiceqUK)
Limited

Paragon Mortgage:
(2010) Limited

Paragon Finance
PLC

Lloyds Bank
Corporate Markets

plc

Citibank, N.A.,
London Branch

Barclays Bank
PLC

NatWest Bank plc

Citicorp Trustee
Company Limited

Citibank, N.A.,
London Branch

11" Floor, 200
Aldersgate Street,
London, United
Kingdom EC1A 4HD

51 Homer Road
Solihull

West Midlands
B91 3QJ

51 Homer Road
Solihull
WestMidlands
B91 3QJ

25 Gresham Street,
London
EC2V 7AE

Citigroup Centre,
Canad&quare,
Canary Wharf,
London

E14 5LB

London Corporate
Banking Centre, PO
Box No 554, London,
EC3P 3AH

4 High Street,
Solihull

West Midlands
B913TF

Citigroup Centre,
Canada Square,
Canary Wharf,
London

E14 5LB

Citigroup Centre,
Canada Square,
Canary Wharf,
London

E14 5LB

Maples Corporate Services
Agreement

See the section entitlédhe
Issuet for further information

Paragon Corporate Services
Letter

See the section entitlédhe
Issuet for further information

Issue Services Fee Letter

See the section entitlétkey
Structural Featuresfor further
information

Initial Basis Hedge Agreement

See the sections entitlédey
Structural Feature’s "Hedging
Arrangenentsi Interest rate
basis hedging arrangemefits
and"The Basis Hedge
Provider" for further
information

N/A

N/A

N/A

Trust Deed and Deed of
Charge

See the section entitléd erms
and Conditions of the Notes
for further information

Agency Agreement

See the section entitléd erms
and Conditions of the Notes
for further information



Document under which
appointed/Further

Transaction Party =~ Name Address information
Registrar Citibank, N.A., Citigroup Centre, Agency Agreement
London Branch Canada Square,
Canary Wharf, See the section entitléderms
London and Conditions of the Notes
E14 5LB for further information
Class S VFN Paragon Mortgage: 51 Homer Road Agency Agreement
Registrar (2010) Limited Solihull
WestMidlands See the section entitléderms
B91 3QJ and Conditions of the Notes
for further information
Arrangers Lloyds Bank 25 Gresham Street, N/A
Corporate Markets London
plc EC2V 7HN
Merrill Lynch 2 King Edward Street N/A
International London
EC1A 1HQ
Joint Lead Lloyds Bank 25 Gresham Street,  Subscription Agreement
Managers Corporate Markets London
plc EC2V 7HN See the section entitled
"Subscription and Saldor
further information
Merrill Lynch 2 King Edward Street Subscription Agreement
International London
EC1A 1HQ See the section entitled
"Subscription and Saldor
further information
Holdings Paragon Mortgage: 51 HomerRoad See the sections entitled

Share Trustee

(No.26) Holdings
Limited

Maples Fiduciary
ServiceqUK)
Limited

Solihull
West Midlands
B91 3QJ

11" Floor, 200
Aldersgate Street,
London, United

Kingdom EC1A 4HD

"Diagrammatic Overview of
the Ownership Structuteand
"Holdings' for further
information

See the section entitled
"Diagrammatic Overview of
the Ownership Structutdor
further information



RISK FACTORS

The following is a description of the principal riskssociated with an investment in the Notes. These risk
factors are material to an investment in the Notes and in the Issuer. Prospective Noteholders shculd
carefully read and consider all the information contained in this Prospectus, including thaatisksfset

out in this section, prior to making any investment decision

Credit Structure
The Notesare solely obligations of the Issuer

The Notes will be solely the obligations of the Issuer. The Notes will not be the obligations or the
responsibility ofPFPLC the Selles, theLegal TitleHolders, the AdministratorsPBG, any other company

in the same group of companiesRBG, the Trustee, any Joint Lead Manager or any other person other
than the Issuer. Furthermore, none of PFPLC, the SetlerLegal Title Holders, the Administratas,

PBG, the Trustee and the Joint Lead Managers nor any person other than the Issuer will accept any liability
whatsoever to Noteholders in respect of any failure by the Issuer to pay any amount due undesthe Not
The Notes will not be guaranteed by any person.

Funds available to the Issuer

The ability of the Issuer to meet its obligations to pay principal of and interest on the Notes and its oparating
and administrative expenses will be dependentfiords being received under the Mortgages, the
Transaction Account deposit arrangements, any hedging arrangements whether entered into under any
BasisHedge Agreements or otherwise and any related guarantees, any Authorised Investments and the
insurances invhich the Issuer has an interest. If the resources described above cannot provide the Issuer
with sufficient funds to enable it to make required payments on the Notes, the Noteholders may incur a loss
of the interest and/or principal which would othemvize due and payable on the Notes. Moreover, the
proceeds of the enforcement of the Security for the Notes may be insufficient to pay all interest and principal
due on the Notes.

Limited recourse

The only assets of the Issuer available to meet the clafinasnongst others, the Noteholders will be the

assets comprising the Charged Property. Any claim (other than those for which a provision has been made
in accordance with the applicalpeority of payments) remaining unsatisfied after the realisatiothef

Charged Property and the application of the proceeds thereof in accordance with the applicable priority of
payments shall cease to be due and payable and the Noteholders shall have no rights in respect of any such
claims.

Accordingly, enforcement of the Security over the Charged Property is the only substantive remedy
available for the purpose of recovering amounts owed in respect of the Notes and such enforcement may
be subject to certain conditions pursuant to the Deed of Chargglimgla requirement that the Trustee be
indemnified and/or secured and/or prefunded to its satisfaction. The Issuer will have no recourse to the
Selless save as provided in the Mortgage Sale Agreement (see further the section €ntidedortgage

Loansi Representations and Warrantig¢s If the Security created pursuant to the terms of the Deed of
Charge is enforced, the proceeds of enforcement may be insufficient to pay all principal and interest and/or
other amounts due on the Notes.

Deferral of interest payments on the Notes

If, on any Interest Payment Date, the Issuer has insufficient funds to make payment ifddilohimounts

of Normal Interest payable in respect of any class of Notes (other thaDldhe AL Notesor Class A2
Notes(or, shold they be thevlost Senior Class of Notethe other classes of Notes)); or (H)aanounts

of Deferred Interesbr, as the case may b&dditional Interest payable in respect of achkass of Notes

(other than the Class1ANotesor Class A2 Notésin eachcaseafter having paid or provided for items of
higher priority in the Revenue Priority of Payments, then that amount shall not be due and payable and the
Issuer will be entitled under Conditiof(b) to defer payment of that amount (to the extent of the
insufficiency) until thefollowing Interest Payment Date and it shall not constitute an Event of Default. To
the extent that there are insufficient funds on the following Interest Payment Date, the deferral of interest
shall continue until the first date upon which the whole ¢z Liability Outstanding in respect of the



relevant class of Notes becomes due for redemptioin tiie case of payment of Normal Interest ooly,
the dateif earlier,when such class of Notes becomeshtast Senior Class of Notes

Credit Risk

The Issuer is subject to the risk of default in payment by the borrowers under the Mortgages and failure by
the Administrators, on behalf of thesuer to realise or recover sufficient funds in respeca bfortgage

in order to discharge all amounts duslawing by the relevant Borrower under the relevant Mortgage.
This risk is mitigated to some extent by certain credit enhancement features which are described in the
section entitledKey Structural Featuret Credit Enhancement and Liquidity Support

Liquidity Risk

The Issuer is subject to the risk of insufficiency of funds on latsrestPayment Date as a result of
payments being made late by borrowers under the Mortgages after the end of the reldeetidrtPeriod.

This risk is mitigated to somextent by the provision of liquidity from alternative sources as described in
the section entitletiKey Structural Features Credit Enhancement and Liquidity Support

Subordination of the Class B Notethe Class C Notes, the Class D Notes, the Clad®ies, the Gss
S Notes, the Class S VFNand the Residual Certificates

The payments of interest and principal on the Claddokes,the Class C Notes, the Class D Notes, the
Class Z Notes, the Class S Notes and the (3a¥&N are subordinated as follows (as set outKey
Structural Featurey:

0] the Class S VFNs subordinated at all times in right of payment of inteesxt princip&to the
Class A Notes,the Class A2 Noteghe Class B Noteghe Class C Noteshe Class D Notes
(together, thé¢Rated Notes$), the Class Z Noteand the Class S Notésave that principal may
be repaid in respect of the Clas¥BEN at any time pursuant to itefrxiv) of the Revenue Priority
of Payments)and on and following the Stefyp Date, Available Revenue will be applied to
payments of principal on theatedNotes prior to payment of interest on the Class S (&
any repayment of principal in respect of the Class S VFN pursuant t@xiéwh of the Revenue
Priority of Payments

(i) the Class S Notes aseibordinated at all times in right of payment of inteegstprincipalto the
Class A Notes,the Class A2 Noteshe Class B Noteand the Class C Notes, the Class D Notes
andthe Class Z Notesave that principal may be repaid in respect of the Class S Notes at any time
pursuant to iten(xxii) of the Revenue Priority of Payments, subject to such principal payment not
reducing the Principal Liability Outstanding of the Class S Notes below the aggregate of the
General Reserve Fund Required Amount and the Class A and Clagsiity Reserve Fund
Required Amount on the relevant Interest Payment [2atgon and following the Stepp Date,
Available Revenue will be applied to payments of principal orRaedNotes prior to payment
of interest on the Class S Notes and ampayenent of principal in respect of the Class S Notes
pursuant to itenfxxii) of the Revenue Priority of Payments

(iii) the Class Z Notes are subordinagddll times in right of payment of interest and principal to the
Class A Notes,the Class A2 Noteshe Class B Notes, the Class C Notes and the Class D Notes
and on and following the Stdpgp Date, Available Revenue will be applied to payments of graici
on theRatedNotesprior to payment of interest on the Class Z Nptes

(iv) the Class D Notes are subordinated in right of payment of interest and principaCiagheAl
Notes,the Class A2 Noteshe Class B Notes and the Class C Notes;

(v) the Class C Notes are subordinated in right of payment of interest and principalCiaghed
Notes,the Class A2 Noteand the Class B Noteand

(vi) the Class B Notes are subordinated in righypayment of interest and principal to t8éass A
Notesandthe Class A2 Notes

Prior to the service of an Enforcement Notice, the Class Al Notgéthe Class A2 Noteankpro rata
and pari passuwithout preference or priority among themselves in relation to paymeinteyest as
provided in the Conditions and tRelevant Documest The Class A2 Notes rapko rataandpari passu



without preference or priority among themselves in relation yonpat of principal, but subordinate to the
Class Al Notes, as provided in the Conditions andréslevant Documest

Following the service of an Enforcement Notice, the Class A1 Notes and the Class A2 Nofes ratek
and pari passuwithout preference ropriority among themselves in relation to payment of princgral
interest as provided in the Conditions and Relevant Documest

Further,investors ina) the Class B Notes should be aware that in certain circumstances Available Revenue
will be appled to credit the Principal Deficiency Ledger prior to the payment of interest on the Class B
Notes, (b) theClassC Notesand the Class D Notebiould be aware that in certain circumstances Available
Revenue will be applied to credit the Principal Deficie Ledger and top up the Class A and Class B
Liquidity Reserve Fund prior to the payment of interest orCilassC Notesand the Class D Notesd (c)

the Class Z Notes, the &is S Notes and the Class S V#tduld be aware that Available Revenue will be
applied to credit the Principal Deficiency Ledger, top up the Class A and Class B Liquidity Reserve Fund
top up the General Reserve Futap up theMortgage MRF Discretionary Fund and BenversionMRF
DiscretionaryFund and pay the Hedge Provider Subordinated Amounts and Withholding Compensation
Amounts and certain other fees, expenses and provisions of the fssureto the payment of interest on

the Class Z Notes, the Class S Notes and the Class §3¢ENurther the sections entitlddey Structural
Feature$ and"Cashflows and Cash Managemnignt

The RC1 Residual Certificates ramko rata and pari passuwithout preference or priority among
themselves in relation to RC1 Payments at all times anB@#&Residual Certificates ramko rataand

pari passuwithout preference or priority among themselves in relation to RC2 Payments at all times, and
are subordinate to all payments due in respect of the Notes, as provided in the terms and conditions of the
Residual Certificates and the Relevant Documents.

There is no assurance that these subordination provisions will protect the holders of the Rated Notes from
all risk of loss.

Interest rate risk
The Issuer is subject to:

i the risk of thecontractual interest rates on the Mortga@ecluding Mortgages with a fixed rate
of interest and rates of interest linked toithlevant_egal TitleHolders standardvariablerate or,
as the case may blelBOR depositgor any replacement rate as detared byan Administrator
in the event that the rate for the thimeenth London InteBank Offered Rate for GBP deposits is
discontinued or becomes unavailaplbging lower than that required by the Issuer in order to
meet its commitments under the Nogasl its other obligations, which risk is mitigated (but not
obviated) by(a) afixed-floating swapundereachBasisHedge Agreemerih respect of Fixed Rate
Mortgagesand (b) the requirement that theerestrate in respect ahe Mortgagesafter taking
into account any funds madeailableunder theMortgage Margin Reserve Fumaid thelnterest
Rate Converted MortgagReleaseAmounts expected on the immediately following Interest
Payment Datemust be set by thelevantAdministrator at aate so that the weightederageate
of interest on all Mortgages is a prescribed margin alidmmpounded Daily SONIA or the
Alternative Base Ratgsee furthet' Setting of rates of interest in respect of the Mortgagetow
andthe section entitled "Mortgage Administrationi Mortgage Interest Rateand"Mortgage
Administrationi MortgageMargin Reserve Fund and Margin Reserve Fund Ledger Conversion
Required Amountand Conversion Margin Reserve Fuhd

i the risk that any cash held by or oghlalf of the Issuer may earn a rate of return below the rate of
interest payable on the Notes, which risk is mitigated by (for so long as the Mortgages are fully
performing) the availability of excess Available Revenue, which is available to meet pagments
interest due under the Notes and the other expenses of the dssuke TransactionAccount
which pays a rate of interest on funds standing to the credit thereof and from which the Issuer (or
PML asAdministratoron its behalf) may invest sums in Aotfsed Investmentsand

1 thenotional balance on which the rates payable by the Issuer under thé&iBdgis Agreement

are determined by reference to a series of individual hedging transactions which nmagtctot
the actual payments receivedhder the Fixed Rate Mortgagesds such, theremay be
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circumstances in which the total scheduled amounts payable by the Issuer ul#sighdedge
Agreemens exceed thamount that the Issuer receives in respect of the FixedVRatgages.

Hedgetermination payments

If a BasisHedge Agreement terminates, the Issuer may be obliged to pay a termination payment to the
relevantBasisHedge Provider. The amount of any such termination payment will be based on the market
value of each swap transaction under tblevanBasisHedge Agreement, computed in accordance with

the relevanBasisHedge Agreement, generally on the basis of market quotations of the cost of entering
into a replacement swap transaction with the same terms and conditions that would reffecthaf
preserving the respective full payment obligations of the parties, in accordance with the procedures set out
in the relevanBasisHedge Agreement. There can be no assurance that the Issuer will have sufficient funds
available to make any termation payment undex BasisHedge Agreement or that the Issuer, following
termination ofthe relevant Basis Hedge Agreement, will have sufficient funds to make subsequent
payments to the Noteholders in respect of the relevant class of Notes.

Except where the termination of the relevant Basis Hedge Agreement is attributable to the relevant Basis
Hedge Provider, any termination payment in respect of the relevant Basis Hedge Agreement due from the
Issuer will rank in priority to payments of inest due othe Notesinder theRevenue Priority of Payments
Therefore, if the Issuer is obliged to make a termination paymerB&siaHedge Provider or to pay any

other additional amount as a result of the terminationBdsisHedge Agreement, as @lcable, this may

reduce or otherwise adversely affect the amount of funds which the Issuer has available to make payments
on the Notes of any classlnvestors should note that under the Administration Agreeni&iL as
Administrator may be required tertminateBasisHedge Agreements on behalf of the Issuer in certain
circumstances (sé#ledging Arangenentsi Interest rate basis hedging arrangeméts

If a BasisHedge Agreement is terminated, there can be no assurance that the Issuer will be able to en
into a replacement swap transaction, and if one is entered into, there can be no assurance that the credit
rating of the replacemeBiasisHedgeProvider will be sufficiently high as to prevent a downgrading of the

then current ratings of one or molasses of the Rated Notes by the Rating Agencies.

Insolvency ofBasisHedge Providers

In the event of the insolvency of aBpasisHedge Provider, the Issuer will be treated as a general creditor
of the relevanBasisHedge Provider. Consequently, the Issuer will be subject to the credit risk of the
relevant Basis Hedge Provider. To mitigate this risk, under the terms of the reld®asis Hedge
Agreements, in the event that the relevant ratings ofBasjsHedge Provider fail to meet the relevant
required ratings, the relevaBasisHedge Provider will, in accordance with the terms of the rele®asis

Hedge Agreement, be requiramelect to take certain remedial measures within the applicable time frame
stipulated in the relevamasisHedge Agreement (at its own cost), which may include providing collateral
for its obligations under the relevaBasis Hedge Agreement, arrangirfgr its obligations under the
relevant Hedge Agreement to be transferred to an entity with the relevant required ratings, or procuring
another entity with the required ratings to becom@laligor or guarantor, as applicable, in respect of its
obligationsunder the relevarBasisHedge Agreement or taking such other action as would result in the
Rating Agencies maintaining the then current rating of the Notes. However, no assurance can be given
that, at the time that such actions are required, the rel®amigHedge Provider will be able to provide
collateral or that another entity with the required ratings will be available to become a repldoedgent
provider, ceobligor or guarantor or that the relev&asisHedge Provider will be able to take tleguisite

other action.

Accordingly, if any of the Notes remain outstandingcircumstances where BasisHedge Provider is
insolvent and fails to makanypayment to the Issuer required under the releBastsHedge Agreement,

the Issuer will be subjetd the potential variation between the fixed rates of interest payable in respect of
the Fixed RateMortgagesn the MortgagePortfolio andSONIA interest payable in respect of the Notes.
Unless one or more comparable replacement swaps are enterdakeinésuer may have insufficient funds

to make payments due on the Notes afterdatg.

Yield and prepayment considerations

The yield to maturity of the Notes of each class will depend on, among other things, the amount and
of payment of principal and interest (including prepayments, sale proceeds arising on enforcemein ui a
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Mortgage and any repurchases of Mortgagesiredtio be made under the Mortgage Sale Agreement) on

the Mortgages and the price paid by the holders of the Notes of each class. Such yield may be adversely
affected by, amongst other things, a higher or lower than anticipated rate of prepaymenkdartgtnges.
Furthermore (i) (in the case where amounts remain standing to the credit of the MFénElneg Reserve
Ledger) if the conditions for the purchase of Mandatory Further Advances by the Issuer are not met, then
the Issuer will not be able to pimase such Mandatory Further Advances, which may result in Available
Principal in the form of amounts standing to the credit of the MFAHRreling Reserve Ledger instead

being used to repay the Notes edrysequential order on the Stéjp Date or on suclkarlier Interest
Payment Date whicRML asAdministrator may decide at its discretion (taking into account the level of
redemptions in respect of the Mortgages in the Mortgage Portfolio); and (ii) if the conditions for the
purchase of Mandatory Further ¥ahces (in the case where no amounts remain standing to the credit of
the MFA PreFunding Reserve Ledger) by the Issuer are not met, then the Issuer will not be able to purchase
such Mandatory Further Advances, which may result in Available Principahthbeing used to repay the

Notes in sequential order on each Interest Payment Date at a higher than anticipated rate! Bis& also
Factorsi Further Advancésand"Mortgage Administratiofi Further Advances

No assurance can be given as to the leverepayments that tHdortgagePortfolio will experience. See
also the section entitliéd’heMortgagesi Acquisition of Mortgagé€'s

Ratings of theRatedNotes

A rating is not a recommendation to buy, sell or hold securities and there is no assurance that any particular
ratings will continue for any period of time or that they will not be reviewed, revised, suspended or
withdrawn entirely by any one or more oétRating Agencies as a result of changes in or unavailability of
information or if, in the judgement of the Rating Agencies, circumstances so warrant. At any time, a Rating
Agency may revise its relevant rating methodology, with the result that any eastigned to th&ated

Notes may be lowered. A qualification, downgrade or withdrawal of any of the ratings mentioned above
may adversely impact the market value of RegedNotes.

Agencies other than the Rating Agencies could seek to raRathdNotes and if sucHunsolicited ratings
are lower than the comparable ratings assigned fedtexNotes by the Rating Agencies, those unsolicited
ratings could have an adverse effect on the market value &ateeiNotes. For the avoidance of doubt
and unlss the context otherwise requires, any referenteatmgs" or "rating" in this Prospectus is to the
ratings assigned by the specified Rating Agencies only.

Credit ratings included or referred to in this Prospectus havedyeas applicable, may be issued by Fitch
and Moodys, each of which is a credit rating agency established in the European Community and registered
under the CRA Regulation.

Absence of secondary market; lack of liquidity in the secondary market eduersely affect the market
value of the Notes

No assurance is provided that there is an active and liquid secondary market for the Notes, and no assurance
is provided that a secondary market for the Notes will develop or, if it does develop, thapibwidle
Noteholders with liquidity of investment for the life of the Notes. Any investor in the Notes must be
prepared to hold their Notes for an indefinite period of time or until their Final Maturity Date or alternatively
such investor may only be ahlitesell the Notes at a discount to the original purchase price of those Notes.

The secondary market for mortgalgecked securities has experienced disruptions resulting from reduced
investor demand for such securities. This has had a material adverse¢ onpte market value of
mortgagebacked securities and resulted in the secondary market for motigaeked securities similar to

the Notes experiencing limited liquidity. In the future, limited liquidity in the secondary market may have

an adverse effean the market value of mortgatpacked securities, especially those securities that are
more sensitive to prepayment, credit or interest rate risk and those securities that have been structured to
meet the requirements of limited categories of investors.

Whilst central bank schemes such as the Bank of Englddidcount Window Facility, the Extended
Collateral Term Repo Facilitythe Funding for Lending Schemd&he Term Funding Schenand the
Eurosystem monetary policy framework of the European Centnak Beovide an important source of
liquidity in respect of eligible securities, the relevant eligibility criteria for eligible collateral which apply
and will apply in the future under such facilities have become and are expected to continue to become more
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restrictive, which is likely to adversely impact secondary market liquidity for mortgageed securities
in general, regardless of whether the Notes are eligible securities for the purpose of such fidlities.
assurance is given that ariggs of Notesvill be eligible for any specific central bank liquidity schemes.

Market Disruption

The Rate of Interest in respect of the Clags\btes,the Class A2 Noteshe Class B Noteshe ClassC

Notes the Class D Notes, the Class Z Notes, the Cl&#st&and the Class S VFN for each Interest Period

will be Compounded Daily SONIglus1.05 per centup to and excluding the Stéyp Date and thereafter

1.575 per cen(in the case of the ClasslAlotes),1.20 per centup to and excluding the Stéjp Date and
thereafterl.80 per cent(in the case of the Clas2Aotes),1.90 per centp to and excluding the Stéyjp

Date and thereaft&.85 per cent(in the case of the Class B Note& @5 per centup to and excludig the

StepUp Date and thereaft&.25 per cent(in the case of the Class C Note3)60 per centup to and
excluding the Stefp Date and thereaft®.60 per cent(in the case of the Class D Note3)50 per cent

(in the case of the Class Z Notes))0 per cent(in the case of the Class S Notes) 4r@D per centin the

case of the Class S VFN) determined in accordance with Condiiy(Rae of Interest Condition4(c)

(Rate of Intere$tcontains provisions for the calculation of such underlying rates, in respect of the Notes,
based on rates given by various market information sources and Coddd¢Rate of Intere3tcontains

an alternative method of calculating the underlying rate should any of those market information sources,
including the Reference Screen, be unavailable. The market information sources might beconableavail
for various reasons, including suspensions or limitations on trading, events which affect or impair the ability
of market participants in general, or early closure of market institutions. These could be caused by physical
threats to the publishers tife market information sources, market institutions or market participants in
general, or unusual trading, or matters such as currency chdrgepective investors should be aware

that these events could have a material adverse effect on the valakerefuan on the Notes

The market continues to develop in relation to SONIA as a reference rate in the capital markets

Investors should be aware that the market continues to develop in relation to the Sterling Overnight Index
Average (‘'SONIA") as a referete rate in the capital markets and its adoption as an alternative to Sterling
LIBOR. In particular, market participants and relevant working groups are exploring alternative reference
rates based on SONIA, including term SONIA reference rates (whichsesdasure the market's forward
expectation of an average SONIA rate over a designated term). The market or a significant part thereof may
adopt an application of SONIA that differs significantly from that set out in the Conditions and used in
relation to Notes that reference a SONIA rate issued under this Prospectus. Interest on Notes which
reference a SONIA rate is only capable of being determined at the end of the relevant Observation Period
and immediately prior to the relevant Interest Payment Dateytbe difficult for investors in Notes which
reference a SONIA rate to reliably estimate the amount of interest which will be payable on such Notes.

An amendment may be made under ConditionBdsé Rate Modificatignto change th&ONIA rate on
the Notedo an alternative base rdfacludingabase ratehatremairs linked to SONIA but calculated in
a different manneninder certain circumstancaadsubject to certain conditions including no objection to
the proposal being received by at least 10 qesnt. of Noteholders of the aggregate Princisalount
Outstanding of the Most Senior Class of Notes then outstanding (in this regard pleasgeatsathe risk
factor above entitledMeetings of Noteholders, Modifications and WalyeHowever, thereean be no
assurance that any such amendment will be made or, if made, that it will (i) fffeotively mitigate
interest rate risks or result in an equivalent methodology for determiningténest rates on the Notes or
(i) be made prior to any daten which any of the risks describedtiis risk factor may become relevant

Investors should note the various circumstances under which a Base Rate Modification may be made which
are specified in suparagraphs (1) to (9) of Condition 15(a)(({Base Ra Modification) These events
broadly relate to SONIA's disruption or discontinuation, but also include, inter alia, any public statements
by the SONIA administrator or its supervisor to that effect, a@Bds® Rate Modificatiomay also be made

if PML as Administrator reasonably expects any of these events to occur within six months of the proposed
effective date of such Base Rate Modification. Investors should also note the various options permitted as
an Alternative Base Rate as set out in-patagraphg1) to (5) of Condition 15(a)(v(Base Rate
Moadification), which includejnter alia, an alternative manner of calculating a SOMi&sedbase rateor

a base rate utilised in a publidigted new issue of Sterlindenominated asset backed floating raites

where the originator of the relevant assets is one of the Sellers or an affiliate of the Sellers or such other
base rate as the PML as Administrator reasonably determines.
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In addition, it should be noted that broadly divergent interest rate calcutagthodologies may develop

and apply as between the Mortgage Loans, the Notes and/or the Basis Hedge Agreement due to applicable
fall-back provisions or other matters and the effects of this are uncertain but could include a reduction in
the amounts avaible to the Issuer to meet its payment obligations in respect of the Ratieer, changes

to SONIA may adversely affect the operation of the Basis Hedge Agreement.

Increases in prevailing market interest rates may adversely affect the performance arkkmalue of
the Notes

Although interest rates are currently low, this may change in the future and an increase in interest rates may
adversely affedborrowersability to pay interest or repay principal on their Mortgages. Borrowers with a
mortgage loan subject to a variable rate of interest or with a mortgage loan for which the related interest
rate adjusts following an initial fixed rate or low introductoate;, as applicable, will be exposed to
increased monthly payments if the related mortgage interest rate adjusts upward (or, in the case of a
mortgage loan with an initial fixed rate or low introductory rate, at the end of the relevant fixed or
introductoryperiod). This increase in borrowensonthly payments, which (in the case of a mortgage loan

with an initial fixed rate or low introductory rate) may be compounded by any further increase in the related
mortgage interest rate during the relevant fixedhtmoductory period, may result in higher delinquency

rates and losses in the future.

Borrowers seeking to avoid increased monthly payments (caused by, for example, the expiry of an initial
fixed rate or low introductory rate, or a rise in the relatedtgage interest rate) by refinancing their
mortgage loans may no longer be able to find available replacement loans at comparably low interest rates
or be able to obtain a conversiortloéinterest rateéhat appliesn respect of their mortgage a lowerrate
(including in accordance with the Administration Agreememiny decline in housing prices may also

leave borrowers with insufficient equity in the relevant properties to permit them to refinance.

These events, alone or in combination, may contribaitbigher delinquency rates and losses on the
Mortgage Portfolio, which in turn may affect the ability of the Issuer to make payments of interest and
principal on the Notes.

Matters relating to the Mortgages
Default byborrowers in paying amounts due oieir Mortgages

Borrowers may default on their obligations under the Mortgages. Defaults may occur for a variety of
reasons. The Mortgages are affected by credit, liquidity and interest rate risks. Various factors influence
mortgage delinquency ratesgpayment rates, repossession frequency and the ultimate payment of interest
and principal, such as changes in the national or international economic climate, regional economic or
housing conditions, changes in tax laws, interest rates, inflation, thatdhgilof financing, yields on
alternative investments, political developments and government policies.

On 8 July 2015, the UK Government announced plans to restrict the amount of income tax relief that
individual landlords can claim for residential pesty finance costs (such as mortgage interest) to the basic
rate of tax. Such restrictiorzse being intrduced progressively over a period of four years from 6 April
2017, such that the full impact will not be felt u@2Q Prior to December 201 8heSelles did not grant
mortgage loans based on the borroiwees tax position but rather on the basis of expected rental income

in respect of the property (and in some cases additional incémeh 1 January 2017, the Prudential
Regulation Authority (thé'PRA") under the Bank of England required alhders to apply minimum
affordability requirements to new bdg-let mortgage applications. This takes into account the impact of
the changes to the taxation of rental income, the costs the landlord might incur in letting the property and
the impact of futte changes in interest rates. As part of the underwriting protesBaragorBanking
Groupassesses the applicdrtsc status, wich determines the appropriatgarestcoverageratio for the
relevant property type. For further details, please refdéhdd ending Guidelinesin addition, borrowers

have a range of strategies available to mitigate the impact of such income tax relief changes. These may
include increasing rents at the end of a tenancy agreement (subject to the market rates appkcddle to r
properties in the specific location of the property), transferring borrowings to a limited company, applying
for a lower cost product, reducing the value of their loan, or ultimately selling the property. However, there
can be no assurance that thetrictions on income tax relief outlined above may not adversely affect the
ability of individual borrowers of buyo-let mortgage loans to meet their obligations under those mortgage
loans.
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Other factors irborrowerspersonal or financial circumstanamsyy affect the ability oborrowers to repay

the Mortgages. Unemployment, loss of earnings, illness, divorce and other similar factors may lead to an
increase in delinquencies by and bankruptcigésoofowers, and could ultimately have an adverse impact

on the ability ofborrowers to repay the Mortgages. In addition, the ability of a Borrower to sell a property
given as security for a Mortgage at a price sufficient to repay the amounts outstanding under that Mortgage
will depend upon a number of factomsgluding the availability of buyers for that property, the value of

that property and property values in general at the time.

If a borrower fails to repay its Mortgage and a receiver of rent is appointed the likelihood of there being a
net loss on dispokaf the Property may be increased.

Limited liquidity i Mortgages

Following the occurrence of an Event of Default in relation to the Notes while any of the Mortgages are
still outstanding, the ability of the Issuer to redeem all of the Notes inviillillepend upon whether the
Mortgages can be realised to obtain an amount sufficient to redeem the Notes. There is not, at present, an
active and liquid secondary market for secured residential mortgage loans in the United Kingdom. The
Issuer or any ragver appointed in respect of the Issuer may not, therefore, be able to sell Mortgages on
appropriate terms should it be required to do so.

Setting of rates of interest in respect of the Mortgages

EachAdministrator will, on behalf of the Issuer set, wheskevant, the rates of interest applicable to the
Mortgages, other than: (a) Fixed Rate Mortgaged LIBOR-Linked Mortgagesduring the applicable
initial fixed rate periodbr the LIBOR based initial margiperiod (each such initial fixed rate period as

the case may be, LIBOR based initial manggniod and including in the case of any Discretionary Further
Advance the "Reversionary Period). In accordance with the Administration Agreememiach
Administrator must ensure dh either: (x) the weighted average interest rate applicable to the Current
Balance of all Mortgages in the Mortgage Portfolio after taking into account any Basis Hedge Agreements
and the Interest Rate Converted Mortgage Release Amounts expected onagl@teignfollowing Interest
Payment Date is not less th@oempounded Daily SONI4or the Alternative Base Ratp)us 3 per cent.

or (y) if such weighted average interest rate is less @wnpounded Daily SONIAor the Alternative

Base Rateplus 3 per centhe amount standing to the credit of the Mortgage Margin Reserve Feadlon
Principal Determinatioiate is equal to or greater than the Mortgage MRF Required Amount.

In respect of Fixed Rate Mortgagesich Administratois unable to vary theate of interest during the

initial fixed rate period set out in the relevant Mortgage Conditions. In respect of LLB®Ed
Mortgages, the interest rate during tHBOR based initial margiperiod is set at a fixed margin ovbe

London Intebank Offaed Ratefor threemonth GBP deposits (determined quarterly in accordance with

the Mortgage Conditions). Therefoegch Administratois unable to vary the rate of interest in the case

of the LIBORLinked Mortgages during the LIBOR based initial margénipd. As a result, the Issuer may

be exposed to the risk of an adverse interest differential between the rate of interest receivable in respect of
the Fixed Rate Mortgages and the LIBQRked Mortgages, on the one hand, and the rate of interest
payableon the Notes on the other.

In relation to any Fixed Rate Mortgages that are acquired by the Issuer, the Issuer will on the Closing Date
have entered into hedging arrangements relating thereto. In addition, certain conditions apply in respect of
the lengthof any Reversionary Period applicable to a Mortgage.

In limited circumstances and other than in relation to Fixed Rate Mortgages during the applicable fixed rate
period and the LIBOR.inked Mortgages during tHeBOR based initial margiperiod, the Truge or the

Issuer or any substitute administrator appointed by the Issuetoatie extent of its intereghe Trustee

or the Substitute Administrator will be entitled to set the rates of interest applicable to the Mortgages. These
circumstances incleda breach by the relevant Administrator of the terms of the Administration Agreement
which, in the opinion of the Trustee, is materially prejudicial to the interests of the Noteholders. In such
circumstances, the Trustee may (but is under no obligatjpisubject to the terms of the Administration
Agreement, terminate such Administrasaauthority to set the rates of interest applicable to the Mortgages
administered by it and/or terminate the appointment of such Administratdiisemage Administrabn

i Termination of the appointment of the Administratdrelow).

-15-



In view of the arrangements for setting Mortgage rates and in view @léiss A and Class B Liquidity
Reserve Fund, the GeneRéserve Fund, thslortgage Margin Reserve Furahd Convelign Margin
Reserve Fundtheterms anctonditions of the Notes provide that it will be an Event of Default if one or
more interest payments amyclass of Notegother tharin respect of Normal Interesaipable tahe Most
SeniorClass of Noteshen outstanding¥ or are missed or not paid in full only whéhe Trustee has issued

a certificate based on information provided to it by the Administrators or Substitute Administrdibar
effect thathe Issuer had sufficient funds available far purpose but did not payheterms anatonditions

of the Notes provide that it will be an Event of Default if one or more payrméhermal Interesbnthe
Most SenioiClass of Notess orare missed or not paid in fuli any circumstances

Representations and Warranties

EachSeller will warrant in the Mortgage Sale Agreement, among other things, that, prior to makiryg ihe
initial advance to a borrower under a Mortgage soldhay Seller to the Issuer, thelevant originator

received from solicitors or licensed conveyancers acting for it a report on title or certificate of title to the
relevant Property which either initially or after further investigation disclosed nothing which would cause

a reasonably prudent lender to declinprtoceed with the initial advance on the proposed terms or, where

the mortgage loan made in relation to a Property is secured by a Mortgage which was made without there
being a contemporaneous purchase of such Property by the borrower, carried out ialestidations

and searches as would a reasonably prudent mortgage lender and nothing which would cause such a
mortgage lender to decline to proceed with the advance on the proposed terms was disclosed. Except as
described undehe section entitletiTheMortgages Searches and Warranties in respect of the Mortages
neither he Issuemor the Trustednas undertaken or will undertake any such investigations, searches or
other actions in relation to the Mortgages and each will rely instead amthenties given in the Mortgage

Sale Agreement by the Seberin addition, no other transaction parties, includingithiatLead Managers

and the Arrangers have independently verified the warranties. For further information on the
representations andarranties to be given achSeller in respect of the Mortgages sold by it to the Issuer,
see"The Mortgage$ Searches and Warranties in respect of the Mortgabekw.

The sole remedy againstSeller in respect of breach of warranty with respeet Mortgage sold bthat

Seller to the Issuer shall be to require it to repurchase any relevant Mortgage provided that this shall not
limit any other remedies availabletifatSeller fails to repurchase, or procure the repurchase of, a Mortgage
when obligel to do so. The can be no assurance that &jler will have the financial resources to meet

its obligations to repurchase, or procure the repurchase of, any Mortgage whether such obligation arises
because of a breach of warranty or otherwise.

EachSeler will also agree in the Mortgage Sale Agreement that, if a term of any Individual Mortgage sold
by it to the Issuer is at any time on or after the Closing Date found by a competent court, whether on
application of a borrower, the FCA, the Competitiod &harkets Authority or otherwise, to be an unfair
term for the purposes of the Unfair Terms in Consumer Contracts Regulations 1994 or 1999, it shall
repurchase or procure the repurchase of the Individual Mortgage concerned.

Perfection of title

On the Clogig Date, PMLand Paragon Bankill sell the Mortgagesnd Related Securitypat comprise
the Closing Date Mortgage Portfolio to the Issuer. The Mortgages in the Closing Date Mortgage Portfolio
have been originated by PMind Paragon Bank.

Legal title to he Mortgages in the Closing Date Mortgage Portfolio to be sold by &\Paragon Banto
the Issuer will be held by PML or Paragon Baekpectively

Eachlssuels title to the Mortgages it acquires from tiedevantLegal TitleHolderwill only be perfected

in certain circumstances by the execution of transfers and assignations of MokigagehLegal Title
Holderto the Issuer, the carrying out of requisite registrations and recordings and the giving of notice to
any borrower or guantor. In the meantime, neither the Issuer nor the Trustee will acquire legal title to
any of the Mortgages and they will not be able to apply to the Land Registry or the Central Land Charges
Registry to register transfers or assignations of the Mortggameerfect and/or protect their interests.
Neither the Issuer nor the Trustee will be giving notice to any borrower or guarantor in respect of any
transfer of the Mortgages.
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The effect of the agreement to transfer the Mortgages from thes3elibe ssuer pursuant to the Mortgage

Sale Agreement remaining unperfected is that the rights of the Issuer (and, therefore, in turn, the Trustee)
may be, or may become, subject to equities as well as to the interests of third parties who perfect a legal
interestprior to the Issuer acquiring and perfecting its respective legal interest. Furthermore, the Issuer
interests will be or become subject to such equitable and other interests of third parties as may rank in
priority to its interests in accordance withetnormal rules governing the priority of equitable and other
interests in the case of both registered and unregistered land. For further informatidhesertgages

i Perfection of titl& below.

Risks of losses associated with declining property ealu

The security for the Notes consists ioter alia, the Issués interest in the Mortgages. This security may

be affected by, among other things, a decline in property values. No assurance can be given that the values
of the properties have remainedwill remain at the level at which they were on the dates of origination of

the relevant Mortgages. If the residential property market in the United Kingdom should experience an
overall decline in property values, such a decline could in certain citanogs result in the value of the
security created by the Mortgages being significantly reduced and, ultimately, may result in losses to the
Noteholders if the security is required to be enforced.

Investors should be aware that, other than the valuatiqeragferties undertaken as at origination or
revaluation of the relevant properties for the purposes of making Further Advances (as more fully described
in the section entitletiMortgage Administratiot), no revaluation of any property has been undertaen b

the Selles, the Issuer, the Administramrthe Trustee or any other person for the purposes of the
transactions described in this document.

Risks associated with norowner occupied Properties

None of the Properties relating to the Mortgages in the Provisional Mortgage Pool are owner occupied (see
"The Provisional Mortgage Podl Occupancy below). It is intended that the Properties will be let by the
relevant borrower to tenants but there camb guarantee that each such Property will be the subject of an
existing tenancy when the relevant Mortgage is acquired by the Issuer or that any tenancy which is granted
will subsist throughout the life of the Mortgage and/or that the rental incomevablédgrom tenancies of

the relevant Property will be sufficient to provide the borrower with sufficient income to meet the
borrowefs interest obligations in respect of the Mortgage.

Upon enforcement of a Mortgage in respect of a Property which is tigcsoban existing tenancy, the
relevant Administrator may not be able to obtain vacant possession of the Property, in which case such
Administrator will only be able to sell the Property as an investment property with one or more sitting
tenants. This \y affect the amount which the Administrators could realise upon enforcement of the
Mortgage and a sale of the Property. However, enforcement procedures in relation to such Mortgages
include appointing a receiver of rent, in which case such a receivecatiest any rents payable in respect

of the Property and apply them accordingly in payment of any interest and arrears accruing under the
Mortgage. For further information, sé®lortgage Administratiori Arrears and Default Procedurés

below.

Risk of losses associated with Intereshly Mortgages

ApproximatelyO per cent. by value of the Mortgages in the Provisional Mortgage Pool constitute interest
only Mortgages and a furthé&1.95 per cent. by value of Mortgages in the Provisional Mortgage Pool
consttute Optional Repayment Mortgages (each as defined in the section ehfitledMortgagey.
Interestonly Mortgages are originated with a requirement that the borrower pay scheduled interest
payments only. There is no scheduled amortisation of principahsequently, upon the maturity of an
Interestonly Mortgage, the borrower will be required to mak#allet' payment that will represent the
entirety of the principal amount outstanding. The ability of such a borrower to repay an Jotdyest
Mortgage at maturity frequently may depend on such borrevadility to sell the Property, refinance the
Property or obtain funds from another source suchdigidualsavingsaccouns, a pension policy, personal
equity plans or an endowment policMeither the Issuer, the Trustabe Sellers, the Administratqnsor
theLegalTitle Holdershave verified that the borrower has any such other source of funds and none of them
has obtained security over the borroweight in respect of any such otheusce of funds. The ability of

a borrower to sell or refinance the Property will be affected by a number of factors, including the value of
the Property, the borrowsrequity in the Property, the financial condition of the borrower, tax laws and
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generaleconomic conditions at the time. Moreover, the Mortgage Conditions in respect of {otdyest
Mortgages do not require a borrower to put in place alternative funding arrangements.

Should residential property values decline, borrowers under the Mortgegeisave insufficient equity to
refinance their Mortgages with lenders other than the Seller and may have insufficient resources to pay
amounts in respect of their loans as and when they fall due. This could lead to higher delinquency rates
and losses wbh in turn may adversely affect payments on the Notes.

Geographic Concentration Risks

The Mortgage#n theMortgagesPortfolio may be subject to geographic concentration risks. To the extent
that specific geographic regions within England and Wales hgverienced or may experience in the
future weaker regional economic conditions and housing markets than other regions in the United Kingdom,
a concentration of the Mortgages in such a region may be expected to exacerbate the risks relating to the
Mortgagesdescribed in this section. Certain geographic regions within the United Kingdom rely on
different types of industries. Any downturn in a local economy or particular industry may adversely affect
the regional employment levels and consequently the regratyatoility of the borrowers in that region or

the region that relies most heavily on that industry. Any natural disasters in a particular region may reduce
the value of affected Properties. This may result in a loss being incurred upon sale of thg.PTtyese
circumstances could affect receipts on the Mortgages and ultimately result in losses on the Notes. For an
overview of the geographical distribution of the Mortgages as aPtbeisional PoolDate, se€' The
Provisional Mortgage Poad Geograplical Dispersior'.

Buildings insurance

The practice of the Sellgrin relation to buildings insurance is described under the section entitled
"Insurance Coveradgebelow. Where the borrower has specifically requested permission to make his own
insurance arrangements in relation to any Mortgage, or where such arrangements are dictated by the
existence of a lease, thelevantAdministrator will have taken all reasalle steps to ensure that the
relevant Property is insured under a policy, however, the Sellamot be certain that laorrower has
maintained such building insurance or that any such cover would be sufficient to cover any loss and/or that
therelevantSellers interest has been advised to the insurer. No assurance can therefore be given that the
Issuer will always receive the benefit of any claims made under any appbeididiags insurance contracts.

This could adversely affect the Issseaability to redeenthe Notes.

Other matters
Third party rights

Third party rights (for example, rights of occupation or rights of a subsequent mortgagee or security holder)
may arise subsequent to the completion of the initial advance to a borrower. None ofihéstators,

the Selless, the Issuer or the Trustee has undertaken or will undertake any investigation or search of any
kind prior to the making of a Mandatory Further Advance to a borrower or, in some circumstances, the
making of aDiscretionary Further Advance.

Setoff risk in relation to Mandatory Further Advanceand Borrower deposits

The Issuer expects to fund Mandatory Further Advances to be magthéyPML or Paragon Bank (as

Legal Title Holders) for any given period from firstly amounts standing to the credit of the MFA Pre
Funding Reserve from the moneys referred to in paradr&li) of the definition of "Available
Redemption Fundsn Condition5(a)i Mandatory Redemptioim part from Available Redemption Funds

In respect of certain of the Mortgages, Mandatory Further Advances are required to be made to borrowers
(see"Mortgage Administratiori Further Advancesbelow) The Issuer may not, however, receive
sufficient funds to meet the amounts of Mandatory Further Advances it is required to make

If the relevant.egal TitleHolderfails to make alandatoryFurther Advance having agreed to do so prior
to the relevant borrower being notified of the assignment of the reélM@mgage §ee"The Mortgage$
Perfection of titl&), setoff rights may arise.The rights of the Issuer may be subject to the direct rights of
the borrowers againsthat Legal Title Holder, including rights of sebff which occur in relation to
transactions made betwethe torrower andthat Legal Title Holder existing prior to notification to the
borrowers of the assignment or assignation (as appropriate) of the Mortdgamesxample, e relevant
borrower may exercise its rights to set off any claim for damages arisingtiiatrhegal Title Holders
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breach of contract agairtstatLegal Title Fblders (and, as equitable assignee of or holder of the beneficial
interest in therelevantMortgage, the Issuis) claim for payment of principal and/or interest under the
relevant Mortgage as and when it becomes due.

The amount of any such claim agaitigtLegal TitleHolderwill, in many cases, be the cost to bogrower

of finding an alternate source of funds. The borrower may obtain a mortgage loan elsewhere, in which
case the damages awarded could be equal to any difference in the borrowing costs together with any direct
losses arising frorthatLegal Title Hblders breach of contract, mely the associated costs of obtaining
alternative funds (for example, legal fees and survey fees).

If the relevant borrower is unable to obtain an alternative mortgage loan, he or she may have a claim in
respect of other indirect losses arising frivat Legal Title Holders breach of contract where there are
special circumstances communicated bytiveower toeither PML or Paragon Bank (as applicalag)he

time theborrower entered into the Mortgage or which otherwise were reasonably foreseehbleowter

may also attempt to set off an amount greater than the amount of his or her damages claim against his or
her mortgage payments. In that case, rdlevantAdministrator will be entitled to take enforcement
proceedings against the Borrower, although the period epagment by the Borrower is likely to continue

until a judgment is obtained.

In addition, a right of independent st could arise where the relevardrrower has, on the Closing Date

a deposit account with Paragon Bank dmoarower opens a deposit account with Paragon Bank following
the Closing Date. In such circumstances biieower in the event of the insolvencyR#ragon Bankmay

be able to stoff any amounts held in the relevant deposit account against amounts owedbxrdfer
pursuant taMortgageentered into with Paragon Bardo(ong adParagon Bank is tHeegalTitle Holde).

The giving of notice to theorrower would crystallisehie orrowers entitlement to seiff amounts as of
the date of receipt of the relevant notice.

Banks, insurance companies and other financial institutions in the UK are subject to the Financial Services
Compensation Scheme (tHeSCS') which gives customers protection where an authorised firm is unable

or is likely to be unable to meefaims against it becauséits financial circumstance#t is expeted that

most deposits made byotrowers with Paragon Bank will be covered by the FSCS which gives the
Borrower protection up to the FSCS limit (as at the date of this Prospectus b&jAg@a8n addition, it

is a conditiorunder the Mortgage Sale Agreementthe Closing Date that there will be no Paragon Bank
Depositor Mortgagesoldto thelssuer

Notwithstanding the potential availability of recourse to the FSC8diyowers, the earcise of sebff
rights byBorrowers may adversely affettte realisable value of the Mortgage Portfolio and/or the ability
of the Issuer to make payments underNio¢éesand/or under the Residual Certificates

Relationship between classasd subclassef Noteholdersand Residual Certificateholders

The Trust Deed and the Deed of Charge contain provisions requiring the Trustee to have regard to the
interests of the Noteholdeend the Residual Certificateholdezgqually as regards all povee trusts,
authorities, duties and discretions of the Trustee (except where expressly provided otherwise), but requiring
the Trustee in any such case to have regard only to the interests of the holders of the MoSteSsribr
Notesand if there are n®dotes outstanding, the Most Senior Class of Residual Certifitfates the

Trusteés opinion, there is a conflict between the interests of holders of different classes oahtas
Residual Certificates

Meetings of Noteholders, modification and waiv

The Conditionsand theResidual Certificates Conditisncontain provisions for calling meetings of

Noteholdersand/or the Residual Certificateholdéosconsider matters affecting their interests generally.
These provisions permit defined majorities limd all Noteholdersand Residual Certificateholders

including Noteholdersaand/or Residual Certificateholdevgho did not attend and vote at the relevant
meeting and Noteholderand/or Residual Certificateholdergho voted in a manner contrary to the

majolity.
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The Trust Deed provides that, without the consent of the Noteha@ddfer Residual Certificateholders
the Trustee may:

(a) concur with the Issuer in making any modification to the CondititresResidual Certificates
Conditiors or the Relevant Docum#&s (i) which, in the opinion of the Trustee, is of a formal,
minor or technical nature, or is to correct a manifest error or (ii) (other than a Basic Terms
Modification) which, in the opinion of the Trustee, will not be materially prejudicial to the
interests of the Noteholdemnd/or Residual Certificateholders

(b) authorise or waive, on such terms and conditions (if any) as it may decide, any proposed breach
or breach of any Relevant Document, if in the Trustepinion, the interests of the Noteholders
andResidual Certificateholdessill not be materially prejudiced thereby; and

(c) determine that any Event of Default or any condition, event or act which with the giving of notice
and/or lapse of time and/or the issue of a certificate would constitute andi\@eftault shall
not be treated as such,

provided always that the Trustee shall not exercise any powers under paragraphs (lbovém)
contravention of any express direction given by an Extraordinary Resolution or by a request under
Condition9 (Evens of Defaul) or Residual Certificates Conditid@Prescription (being, in the case of a
direction or request of the Class B Noteholdéns,ClassC Noteholdess, the Class D Noteholderthe

Class Z Noteholders, the Class S Noteholdeelass S VFN Holdethe RC1 Residual Certificateholders

or the RC2 Residual Certificateholdeas)equest or direction which is binding on the Trustee in accordance
with the terms of the Trust Deed) (but no such direction or request shall affect any authorisation, waiver or
determination previously given or made).

The Trustee shall be obliged, without any consent or sanction of the NoteholddResidual
Certificateholdersor (subject to the receipt of consent from any of the Secured Creditors party to the
Relevant Documetiteing modified) any of the other Secured Creditors, to concur with the Issuer in making
any modification (other than in respect of a Basic Terms Modification) to the Condéatier the
Residual Certificates Conditiormsd/or any other Relevant Documdimat the Issuer considers necessary

for the purpose of (i) complying with, or implementing or reflecting, any change in the criteria of one or
more of the Rating Agencies which may be applicable from time to time, (ii) enabling the Issuer and/or the
BasisHedge Providers to comply with (X) any obligation which applies to it under Articles 9, 10 and 11 of
Regulation (EU) 648/2012 of the European Parliament and of the Council on OTC derivatives, central
counterparties and trade repositories dated 4 July ZbtRuding, without limitation, any associated
regulatory technical standards and advice, guidance or recommendations from relevant supervisory
regulators) (EMIR ") or (y) any other obligation which applies to it under EMIR, (iii) complyinghwi
certain risk retention legislation, regulations or official guidance in relation thereto, (iv) enabling the Notes
(other than the Class S VFM) be (or to remain) listed on the London Stock Exchargen alternative
regulated market chosen by the kssifv) enabling the Issuer or any other Transaction Party to comply
with Sections 1471 through 1474 of the U.S. Internal Revenue Code of 198€ ¢ithe'), any current or

future regulations or official interpretations thereof, any agreenmeertezl into pursuant to Section 1471(b)

of the Code, or any fiscal or regulatory legislation, rules or practices adopted pursuant to any
intergovernmental agreement entered into in connection with the implementation of such Sections of the
Code [FATCA™) (or any voluntary agreement entered into with a taxing authority in relation theréto), (v
complying with any changes in the requirementdnicle 6 of the SecuritisatioRegulation Section 15G

of the Securities Exchange Act of 19%gladded by section 941 of the Ddeldink Wall Street Reform and
Consumer Protection Adhe CRR Amending Regulatigror anyregulations or official guidance in relation
thereto after the Closing Date any other risk retdion regulationgnd (vii) enabling the Issuer (ML

as Administratoon its behalf) to transfer (x) the Transaction Account froenAlicount Bank to HSBC

Bank plcor Barclays Bank PLQy) the PML Collection Account from the Collection Account Bank to
HSBC Bank pl¢ or (2 the PB Collection Account from NatWest Bank PLC to Barclays Bank PLC or
HSBC Bank plgrovided thatjn each casehe Issuer (0PML asAdministrator on its behalf) certifies to

the Trustee in writing that such modification is reqdiselely for such purpose and has been drafted solely

to such effect and that the conditions for such transfer stipulated in the Administration Agreement have
been satisfied, (each @ to (vii) above, d'Proposed Amendmenit), without the consent of Noteholders

or Residual Certificateholders

In the case of a Proposed Amendment, the Issud?Ntir asAdministrator on its behalf) shall certify to
the Trustee in writing that such modification is required solely for such pugrosiled that (a) at least
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30 calendar dayprior written notice of any such proposed modification has been given to the Trustee; (b)
such certificate in relation to such modification shall be provided to the Trustee both at the time the Trustee
is notified of the proposed modification and on the date that such modification takes effect; and (c) the
consent of each Secured Creditor (other than any NotehmidRasidual Certificateholdewhich is party

to the Relevant Document has been obtained.

In relaion to any such Proposed Amendment (other than (ii)(x), (ii)(y) or (vii) as specified above), the
Issuer is required to give at least 30 calendar'dmyie to the Noteholders of each Class of the proposed
modification in accordance with Conditidr2 (Noticeg and Residual Certificates Conditid2 (Noticeg

and by publication on Bloomberg on th€ompany News screen relating to the Notesmd Residual
Certificates However, Noteholder@snd Residual Certificateholdeskould be aware that, in relation to each
such Proposed Amendment, if Notéders representingt leastlO per cent. of the aggregate Principal
Amount Outstanding of thost Senior Class of Notesr if there are no Notes outstanding, Residual
Certificateholders representirag leastlO per cent. of the number of the Most Senior Class of Residual
Certificates,have not contacted the Principal Paying Agent or the Issuer in writing (or otherwise in
accordance with the then current practice of any applicable clearing system through which such Notes may
be held) within such notification period notifying the Issuer that such Noteholders do not consent to the
modification, the modification will be pass®dthout Noteholder consent.

If in respect of a Proposed Amendment (other than (ii)(x), (ii)(y) or (vii) as specified above) Noteholders
representingit leastlO per cent. of the aggregate Principal Amount Outstanding dfitis¢ Senior Class

of Notes or if there are no Notes outstanding, Residual Certificateholders represariiagtlO per cent.

of the number of the Most Senior Class of Residual Certifichtesg notified the Principal Paying Agent

or the Issuer in writing (or otherwise in accordanitl the then current practice of any applicable clearing
system through which such Notaad Residual Certificatamay be held) within the notification period
referred to above that they do not consent to the modification, then such modification Wwidl nwde
unless an Extraordinary Resolution of the Noteholders otMbst Senior Class of Notesr Residual
Certificates (as applicabl¢hen outstanding is passed in favour of such modification in accordance with
Condition13 (Meetings of Noteholders and Residual Certificateholders; Modifications; Consents; Waiver
or Residual Certificates Conditioh2 (Meetings of Noteholders and Residual Certificateholders;
Modifications; Consents; Waiver

The Trustee shaldlso be obliged, without any consent or sanction of the NoteholdemResidual
Certificateholdersor (subject to the receipt of consent from any of the Secured Creditors party to the
Relevant Document being modified) any of the other Secured Creditorsicar aaith the Issuer in making

any modification to the Conditions and/Besidual Certificates Conditions and/@amy other Relevant
Document that the Issuer considers necessary for the purpose of chan@@N\i#ebase rate in respect

of the Notes to anlt@rnative base rate (dilternate Base Raté) and making such other amendments to
these Conditionsr Residual Certificates Conditismor any other Relevant Document as are necessary or
advisable in the reasonable judgment of the Issuer to facilitate the changes envisaged (including changing
the base rate referred to in any interest rate hedging agreement, for the purpose of alignioly hegging
agreement with the proposed rate modification), provided that, in each case, a number of conditions have
been satisfied as specified in Conditidh(Base Rate Modificatign

In the case of such amendment, the Issuer (or PML as Administraties behalf) shall certify to the
Trustee in writing that such modification is required solely for such purpose provided that (a) at least 30
calendar daygrior written notice of any such proposed modification has been given to the Trustee; (b)
such cetificate in relation to such modification shall be provided to the Trustee both at the time the Trustee
is notified of the proposed modification and on the date that such modification takes effect; and (c) the
consent of each Secured Creditor (other tiyrNoteholdeand Residual Certificateholdexhich is party

to the Relevant Document has been obtained.

In relation to any such amendment, the Issuer is required to give at least 30 calendzotitayt the
Noteholdersand Residual Certificateholdeséeach Class of the proposed modification in accordance with
Condition12 (Noticeg and by publication on Bloombg on the"Company Newsscreen relating to the
Notes. However, Noteholdeasid Residual Certificateholdeskould be aware that, in relation to each such
amendment, if Noteholders representi¢pastlO per cent. of the aggregate Principal Amount Outstanding

of the Most Senior Class of Notesr if there are no Notes outstanding, Residual Certificateholders
representin@t leastlO per cent. of the number of the Most Senior Class of Residual Certificatesnot
contacted the Principal Paying Agent or the Issuer in writing (or otherwise in accordance with the then
current practice of any applicable cleargygtem through which such Noimsd Residual Certificatesay
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be held) within such notification period notifying the Issuer that such NotehohietsResidual
Certificateholderslo not consent to the modification, the modification will be passed withotehsider
and Residual Certificateholdeonsent.

If in respect of such amendment Noteholders represeatitenstlO per cent. of the aggregate Principal
Amount Outstanding of th&ost Senior Class of Notesr if there are no Notes outstanding, Residual
Certificateholders representirag leastlO per cent. of the number of the Most Senior Class of Residual
Certificates have notified the Principal Paying Agent or the Issuer in writing (or otherwise in accordance
with the then current practice of any appble clearing system through which such Nated Residual
Certificatesmay be held) within the notification period referred to above that they do not consent to the
modification, then such modification will not be made unless an Extraordinary Resobititme
Noteholders of thélost Senior Class of Notes Residual Certificates (as applicaktile¢n outstanding is
passed in favour of such modification in accordance with Condit®(Meetings of Noteholders and
Residual Certificateholders; Modifications; Consents; W3givaer Residual Certificates Conditioh2
(Meetings of Noteholders and Residual Certificateholders; Modifications; Consents; Waiver

Other than where specifically provided in Conditib4 (Additional Right of Modificatiopor Residual
Certificates Conditiold3 (Additional Right of Modificatioy Condition15 (Base Rate Modificatigror any
Relevant Documentvhen implementing any modification pursuant to Conditidri(Additional Right of
Modification), Condition15 (Base Rate Modificatigror Residual Certificates ConditickB (Additional

Right of Modification (save to the extent the Trustee considers that the proposed modification would
constitute a Basic Terms Modification), the Trustee shall not considertérests of the Noteholdeos
Residual Certificateholderany other Secured Creditor or any other person and shall act and rely solely
and without further investigation on any certificate or evidence provided to it by the Issuer or the relevant
Transactio Party, as the case may be, pursuant to CondittbfAdditional Right of Modificatiof
Condition 15 (Base Rate Modificatignor Residual Certificates Conditioh3 (Additional Right of
Modification) and shall not be liable to the Notehold¢hg Residual Certificateholde@my other Secured
Creditor or any other person for so acting or relying, irrespective of whether any such modification is or
may be materially prejudicial to the interests of angh perso.

The Trustee shall not be obliged to agree to any modification which, in the sole opinion of the Trustee
would have the effect of (i) exposing the Trustee to any liability against which it has not been indemnified
and/or secured and/pre-funded to its satisfaction or (ii) increasing the obligations or duties, or decreasing
the rights or protection, of the Trustee in the Relevant Documents and/or the Conditions.

The full requirements in relation to the modifications discussed aboveeareut in Conditionl4
(Additional Right of Modificatiojy Condition15 (Base Rate ModificatignResidual Certificates Condition
13 (Additional Right of Modificatio))y and Residual Certificates Conditiod3 (Additional Right of
Modification).

There can be no assurance that the effect of such modifications to thenR&eeaments will not
adversely affect the interests of the holders of one or more or all Classes odiNbEssidual Certificates

The Trust Deed provides that the Trustee shall, as regards the powers, trusts, authorities, duties and
discretions vesteith it by the Relevant Documents, except where expressly provided otherwise, solely have
regard to the interests of the Noteholdansl Residual Certificateholdeasd not to the interests of the

other Secured Creditors its only obligation to such othemr@ddCreditors being to pay to them any monies
received by it and available for them in accordance with the applicable Payments Priorities.

In addition, the Trustee shall have regard:

D only to the interests of the Class A Noteholders if, in the Trisstgenion, there is or may be a
conflict between the interests of the Class A NotehoJdbes Clas8B Noteholdersthe ClassC
Noteholders, the Class D Noteholderthe Class Z Noteholders, the Class S Noteholtlee€lass
S VFN Holder the RC1 Residudertificateholders and the RC2 Residual Certificateho]ders

3 only to the interests of the Class B Noteholders if, in the Trgstgénion, there is or may be a
conflict between the interests of the Class B Noteholders and the interests GfadseC
Noteholders, the Class D Noteholderthe Class Z Noteholders, the Class S Noteho|dee€lass
S VFN Holder the RC1 Residual Céfitateholders and the RC2 Residual Certificatehotders
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(@] only to the interests of the Class C Noteholders if, in the Trasbtgénion, there is or may be a
conflict between the interests of the Class C Noteholders and the interests @fasseD
Noteholdersthe Class Z Noteholders, the Class S Noteho)dee€lass S VFN Holderthe RC1
Residual Certificateholders and the RC2 Residual Certificatehplders

5) only to the interests of the Class D Noteholders if, in the Trigstgnion, there is or ay be a
conflict between the interests of the Class D Noteholders and the interests of the Class Z
Noteholders, the Class S Noteholdethe Class S VFN Holder the RC1 Residual
Certificateholders and the RC2 Residual Certificatehojders

(6) only to the iterests of the Class Z Noteholders if, in the Trustepinion, there is or may be a
conflict between the interests of the Class Z Noteholders and the interests of the Class S
NoteholderstheClass S VFN Holderthe RC1 Residual Certificateholders anel RC2 Residual
Certificateholdersand

@) only to the interests of the Class S Noteholders if, in the Trastp@ion, there is or may be a
conflict between the interests of the Class S Noteholders and the interestCtdshes VFN
Holder, the RC1 Rsidual Certificateholders and the RC2 Residual Certificateholders;

(8) only to the interests of the Class S VFN Holder if, in the Tristggnion, there is or may be a
conflict between the interests of tdass S VFN Holdeand the interests of the R®esidual
Certificateholders and the RC2 Residual Certificateholders;

9 prior to the StegJp Date,only to the interests of the RC1 Residual Certificateholders if, in the
Trusteés opinion, there is or may be a conflict between the interests of RC1 uRlesid
Certificateholders and the interests of the RC2 Residual Certificatehalders

(10)  on or after the Stepp Date, only to the interests of the RC2 Residual Certificateholders if, in the
Trusteés opinion, there is or may be a conflict between thierests of RC2 Residual
Certificateholders and the interests of the RC1 Residual Certificateholders

See also the section entitlé@verview of Rights of Noteholdeasd Residual Certificateholders

In all circumstances where the Trustee shall haverdeigathe interests of the Class A Noteholders, the
Trustee will treat the Class A1l Notekany are then outstandingnd the Class A2 NoteB any are then
outstandingas one Class of Notes and will seek instructions or resolutions of the holdeesGiass Al

Notes and the Class A2 Notes together as one Class. In such circumstances, the Trustee will have no regard
to conflicts as between the Class Al Noteholders and the Class A2 Noteholders and will rely solely on the
instructions or resolutions diie Class A Noteholders.

The Trustee shall for all purposes treat the holders of the RC1a Residual Certificates and the RC1b Residual
Certificates together as one Class and treat the holders of the RC2a Residual Certificates and the holders of
the RC2b Redual Certificates together as one Class (including for the purposes of meetings).

The exercise of the Trustegowers at its own discretion or at the direction of the Noteholders may affect
the interests of a Noteholder of a particular class of Nwtihe interests of a holder of Residual Certificates

Paragon Banking Group plc as Noteholder

If the Issue Services Provider, PML, PFPLC or Paragon Bank (or any of their subsidiaries or holding
companies or other subsidiaries of such holdmgpanies) are the beneficial ownerthefClass AL Notes,

Class A2 NotesClass B NotesClass C NotesClass D Notes and Class Z Notksy will not be entitled

to vote in respect of theraxcept(i) where they hold all the Notes of any such Class and there is no other
Class of Notes rankingari passuwith, or more junior to, such Notes, which is not wholly beneficially
owned by thenor (ii), in respect of any Class of Not@s relation to a mattef@) relating to a Basic Terms
Modification or (b) relating to a meeting of Noteholders which has been convened by any Noteholder other
than the entities specified abovewhich casehe Issue Services Provider, PML, PFPLC or Paragon Bank

(or any of theirsubsidiaries or holding companies or other subsidiaries of such holding compahies)

entitled to vote in respect of the Notes in such Classes. No voting restriction apply in respect of the
beneficial ownership by the entities specified above ofthss S Notes, the Class S VFN or the Residual
Certificates. Pursuant to its rights as a holder of any Class of Notes, the Issue Services Provider, PML,
PFPLC or Paragon Bank (or any of their subsidiaries or holding companies or other subsidiaries of such
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holding companies) may exercise voting rights in respect of such Classes of Notes in a way that may be
prejudicial to the interests of other Noteholders

Servicing and Third Party Risk
Administration by the Administrators

The Administrators will be appoietl by the Issuer to administer the MortgagéachAdministrator will
have the right to determine the interest rates to be charged under the Mortgages administered by them (other
than in respect of Fixed Rate Mortgadr the period of time that they asabject to a fixed rate of interest
and, LIBORLinked Mortgages for their LIBORased initial margin period)The Administration
Agreement will require the Administrataisdetermire the interest rates of the Mortgages in the Mortgage
Portfolio so that the weighteaveragenterest rate of such Mortgages ipr@scribedate minimum above
Compounded Daily SONIAor the Alternative Base Ratajter taking into account any payments doe t
be made or received under the hedgingangementdylortgage Margin Reserve Furahd Interest Rate
Converted Mortgage Release Amounts expected on the immediately following Interest PaymemhBate
Issuer will be dependent upon the performanceebgh Administrator of its obligations under the
Administration Agreement in order to receive amounts due bomowers under the Mortgage

Any failure or delay in collection of payments on the releWnitgagesand/or calculation of the payments

to be made ythe Issuer on an Interest Payment Date resulting from the Administrators failing to perform
the administration services in accordance with the terms of the Administration Agremmechuse
disruption in the administration of the Mortgages and/opthaments required to be made by the Issuer on

an Interest Payment Datieat could ultimately adversely affect payments of interest and principal on the
Notes. Such risk is mitigated by the provisions of $ubstituteAdministrabr Agreement pursuant to

which the Substitute Administrator has agreed to act as Administratpon the occurrence of an
Administrator Termination Event under the Administration Agreemnmmolided that if the relevant event

has occurred in relation to only one of the Administrators, (x) the event shall (in the case of the relevant
event being an Administrator Termination Event as specified in limb (c) of the definition thereof) be
deemedd be remedied, (y) (in the case of any Administrator Termination Event) for all purposes under the
Relevant Documents no Administrator Termination Event shall have occurred and, for the avoidance of
doubt, any termination of the Administrators that ocamith immediate effect on the occurrence of an
Administrator Termination Event shall be deemed not to have occurred and (z) the event shall (in the case
of any Administrator Termination Event) entitle the appointment of the defaulting Administrator ¢ely to
terminated,n the case of (x), (y) and (#)the nondefaulting Administrator (in its absolute discretion),
gives notice to the Trustee, the Substitute Administrator and the Issuer no later than the date falling 5 days
after the occurrence of the reét event and the negefaulting Administrator takes over all the rights and
obligations under the Relevant Documents of the relevant Administrator in relation to which the relevant
event occurred (provided that in the case of the relevant event beAdnanistrator Termination Event

under limbs (a), (b), (d) or (e) of the definition thereof, the-defaulting Administrator has remedied the
relevant event prior to giving such notice and the-defaulting Administrator certifies to that effect, which
cetification the Trustee can rely on without further investigation or liability).

If the appointment of the Administragis terminated and the Substitute Administratoreguired to

perform the duties of th@dministratorunder the Administration Agreeme(subject to and in accordance

with the terms of the Substitutaministrata Agreement) the collection of payments on tHdortgages

and/or calculation of the payments to be made by the Issuer on an Interest Payment Date could be disrupted
during thetransitionalperiod in which the performance of thdministrationservicesin respect of the
Mortgagess transferred tohe Substitutédministrator.

The failure of theSubstitute Administratoto perform its obligations under the Substitute Administrator
Agreement and/or assume performance of the administration sefoleging the occurrence of an
Administrator Termination Event could result in the failure or delay in collection of payments on the
relevantMortgages and/or calculation of the paymentshi® made by the Issuer on the relevant Interest
Payment Date that could ultimately adversely affect payments of interest and principal on the Notes. Such
risks are mitigated by the provisions of the Substitute Administrator Facilitator Agreement ptiesuant
which the Substitute Administrator Facilitator will, upon the occurrence of certain events (see the section
entitled " TransactionOverviewTriggers Tablesd Non-Rating Triggers Tablefor further information),

assist the Issuer in appointing a replacen$bstitute Administrator. Neither the Substitute Administrator

nor the Substitute Administrator Facilitator has any obligation itself to advance payments that Borrowers
fail to make in a timely fashion.
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Other Third Party Risks

The Issuer is party to contracts with third parties that have agreed to perform certain services for the Issuer
under the transaction. In particular, but without limitatP&L asAdministrator and th&aplesCorporate
Services Provider have agreed toyde corporate services to the Issuer, and the Principal Paying Agent
has agreed to provide payment and calculation services to the Issuer in connection with the Notes.

If any relevant third party were to fail to perform its obligations under the regpedieements to which
it is a party, payments on the Notes may be adversely affected.

Change of counterparties

The parties to the Relevant Documents who receive and hold money or provide support to the transaction
pursuant to the terms of such documestgl as th®asisHedge Provider) are required to satisfy certain
criteria in order that they can continue to be a counterparty to the Issuer.

These criteria include requirements imposed by the FCA under the FSMA and requirements in relation to
the shortterm and longerm unguaranteed and unsecured ratings ascribed to such party by Fitch and
Moodys. |If the party concerned ceases to satisfy the applicable criteria, including the ratings criteria
detailed above, then the rights and obligations of thay gartiuding the right or obligation to receive

money on behalf of the Issuer) may be required to be transferred to another entity which does satisfy the
applicable criteria. No assurance can be given that a replacement entity satisfying the apglieahle cr
would be appointed in such circumstances. Further, in these circumstances, the terms agreed with the
replacement entity may not be as favourable as those agreed with the original party pursuant to the Relevant
Document and the cost to the Issuelyrttzerefore increase. This may reduce amounts available to the
Issuer to make payments of interest on the Notes.

In addition, should the applicable criteria cease to be satisfied, then the parties to the applicable Relevant
Document may agree to amendveaive certain of the terms of such document, including the applicable
criteria, in order to avoid the need for a replacement entity to be appointed. The consent of Noteholders
may not be required in relation to such amendments and/or waivers (see sattied "Terms and
Conditions of the Notek 13. Meetings of Noteholders and Residual Certificateholders; Modifications;
Consents; Waivérbelow).

The applicable rating criteria may also change over time, which could have an impact on the ratings of the
Notes.

Ratings confirmation in relation to thératedNotes in respect of certain actions

The Rating Agenciemay be requested lfgnd certain Relevant Documents requihe) Issuer to confirm
thatcertain actions proposed to be taken by the Issuer aritrtiséee will not have an adverse effect on
the then current rating of thiRatedNotes (d'Ratings Confirmation").

A Ratings Confirmation that any acti@n inactionproposed to be taken by the Issuer or the Trustee will

not have an adverse effect on the then current rating &fdtexiNotes does not, for example, confirm that

such action (i) is permitted by the terms of the Relevant Documents or (ii) is in thatbesdts of, or not
prejudicial to, theholders of the Rated NotesWhile each of the Secured Creditors (including the
Noteholders), the Issuer and the Trustee (as applicable) is entitled to have regard to the fact that the Rating
Agencies have confirmetthat the then current rating of tihelevant class oRatedNotes would not be
adversely affected, the above does not impose or extend any actual or contingent liability on the Rating
Agencies to the Secured Creditors (includingttbielers of the Rated Neg, the Issuer, the Trustee or any

other person or create any legal relationship between the Rating Agencies and the Secured Creditors
(including theholders of the Rated Nofeshe Issuer, the Trustee or any other person whether by way of
contract or therwise.

Any such Ratings Confirmation may or may not be given at the sole discretion of each Rating Agency. It
should be noted that, depending on the timing of delivery of the request and any information needed to be
provided as part of any such requesimay be the case that a Rating Agency cannot provide a Ratings
Confirmation in the time available or at all, and the Rating Agenilly not be responsible for the
consequences thereof. A Ratings Confirmation, if given, will be given on the basie fi#ctk and
circumstances prevailing at the relevant time and in the context of cumulative changes since the Closing
Date to the transaction of which the securities form part. A Ratings Confirmation represents only a
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restatement of the opinions given aghe Closing Date and cannot be construed as advice for the benefit
of any parties to the transaction.

Fitch has indicated that it will no longer provide Ratings Confirmations as a matter of potloy absence

of a Ratings Confirmation from Fitch, thesuer or the Trustee may not be able to establish in advance
whether or not a proposed action taken in accordance with the provisions of the Relevant Documents (and
specifically the relevant modification and waiver provisions) will ultimately advergdgtaritchs then

current ratings of the Rated Notes. Accordingly, no assurance can be given that action taken in accordance
with the provisions of the Relevant Documents will not adversely affect'$-ttodn current ratings of the

Rated Notes.

The Trugee may assume performance and is not obliged to act in certain circumstances

The Trustee is under no obligation to monitor or supervise the functions of the Administrators from time to
time under the terms of the Administration Agreement or any otheompensder any other Relevant
Document, including but not limited to the Collection Account Declaration of Trust and will not do so, and
is entitled to assume that the Administrators are properly performing their obligations in accordance with
the provisionsof the Administration Agreement and that such other person is properly performing its
obligations in accordance with each other Relevant Document, and will so assume.

The Trustee is not responsible for the genuineness, validity, effectivenéabijlity or enforceability of
any of the Relevant Documents or any of the Security constituted thereby and has no responsibility for or
duty to investigate any such matter.

The Trustee is under no obligation to, and shall not, review the information or documentsres or files
or discs which the Mortgage Sale Agreement or the Administration Agreement or other Relevant
Documents provide for to be delivered to it.

The Trustee will not be required to comply with any request or direction from the holders ofttieaRe
Certificates or any Class of them (whether pursuant to Residual Certificates CoBditi®nr otherwise)

if the Issuer shall have certified in writing to the Trustee (upon which certificate the Trustee may rely
without any duty or obligtion to investigate or verify if the same is correct) that no further amounts are
payable to the holders of the Residual Certificates in accordance with Residual Certificates Céfedition

The Trustee may, at any time, at its discretion and without notice, take such proceedings, actions or steps
against the Issuer or any other party to any of the Relevant Documents as it may thiekfiitr¢e the
provisions of the Noteshe Residual Certificates theRelevanDocuments (including the Conditioasd

the Residual Certificates Conditisnto which it is a party, and at any time after the service of an
Enforcement Notice the Trustee mayijts discretion and without notice, take such proceedings, actions or
steps as it may think fit to enforce the Security. However, the Trustee shall not be bound to take any such
proceedings, actions or steps (including, but not limited to, the giviranoEnforcement Notice in
accordance with Conditiod(Events of DefaultandResidual Certificates Conditi@(Events of Defaul}

unless it shall have been directed to do so by an Extraordinary Resolution of the Most Senior Class of
Noteholdersor theMost Senior Class of Residual Certificatas applicabledr in writing by the holders

of not less thar25 per cent. in Principal Amount Outstanding of Mest Senior Class of Notdten
outstandingor if there are no Notes outstanditige holders ohotless thar5 per cent. of the numbef

the Most Senior Class of Residual Certificatas] it shall have been indemnified and/or secured and/or
prefunded to its satisfaction.

In relation to the undertakings to be givenRHPLCto the Trustee on behalf of itself and the Noteholders

in thedeed of covenant dated on or about the Closing Date and made bEfle@and the Trustee (the

"Risk Retention Deed of Covenant') in accordance with th&ecuritisation Regulatioregarding the

material net economic interest to be retainedPBPLCand certain requirements as to providing investor
information in connection therewith, the Trustee shall not be under any obligation to monitor the
compliance byPFPLC with such undertakings or to investigate any matter which is the subject of such
undertaling and shall not be under any obligation to take any action in relation toamypliance with

such undertaking unless and until the Trustee has received actual written notice of the same from any party
to a Relevant Document, in which event the onlygdiion of the Trustee shall be to notify the Issuer (who

shall notify the Noteholders and the other Secured Creditors of the same) and, subject to the Trustee being
indemnified and/or secured and/or prefunded to its satisfaction, to take such furtheaadtis directed
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to take in connection with such nanmpliance by an Extraordinary Resolution of the Most Senior Class
of outstandindNotes.

Regulatory Considerations

Regulation of buyto-let mortgage loans

Buy-to-let mortgage loans can fall under salalifferent regulatory regimes. They can be:
1. unregulated;

2. regulated by the Consumer Credit Act 1974 (ti€€A") as a regulated credit agreemérds
defined by article 60B of the Financial Services and Markets Act 2000 (Regulated Activities)
Order 2001 (SI 2001/544) (as amended) (fRAO") (a"Regulated Credit Agreement);

3. regulated by the Financial Services and Markets Act 2000 EBBIA") as a regulated mortgage
contract- as defined by article 61 RAO) (®&egulated Mortgage Contract);

4. regulated as a consumer bigylet mortgage contract under the consumer-todlet regime- as
defined by the Mortgage Credit Directive Order 2015Gansumer Buyto-Let Loan").

The Mortgage Portfolio comprises mortgage loans that the Sellers balieveither unregulated or
Consumer Buyto-Let Loans (as described belowilihe Provisional Mortgage Pool does remntain
Regulated Mortgage Contracts.

If any of the Mortgages are in fact regulated credit agreements or regulated mortgage contracegdahen br

of the relevant regulations could give rise to a number of consequences (as applicable), including but not
limited to: unenforceability of the Mortgages, interest payable under the Mortgages being irrecoverable for

certain periods of time, or borrovgelbeing entitled to claim damages for losses suffered and being entitled

to set off the amount of their claims against the amount owing by the borrower under the mortgages, all of
which may adversely affect the ability of the Issuer to make paymentd anftie Notes when due.

Unregulated buyto-let mortgage loans

Many buyto-let mortgage loans will be unregulated because they do not meet the criteria for a regulated
credit agreement, regulated mortgage contract or ConsumetoBigt Loan. Thereare, however, still

some regulated activities that apply to unregulatedtbtgt mortgage loans. The relevant activities in
respect of the mortgage loans being debt administration and debt collection. PFPLC has debt collection and
debt administration parissions.

Consumer buyto-let loans

The Mortgage Credit Directive requires EU member states to devélatianal frameworkfor buy to let
lending if they choose to exercise discretion afforded by the Mortgage Credit Directive to not apply the
Mortgage Cedit Directive to their buyo-let mortgage markets. The UK government announced that it
would use the option to have a national framework fortodet lending to consumers call&@onsumer
buy-to-let' ("CBTL ") in order to put in place the minimum réguments to meet the UKlegal obligations,

as it has stated it is not persuaded of the case for full conduct regulation-toflbtiynortgage lending.

The CBTL framework was implemented on 21 March 2016 and is only applicable to consumer borrowers,
the majority of buyto-let lending in the UK being to neconsumers.

The legislative framework is set out in the Mortgage Credit Directive Order 2015. The Mortgage Credit
Directive Order 2015 defines a CBTL mortgage contractasuyto-let mortgage condrct which is not
entered into by the borrower wholly or predominantly for the purposes of business carried on, or intended
to be carried on, by the borrowerlt provides that a firm that advises on, arranges, lends or administers
CBTL mortgages must begistered to do so. The Administrators are registered as consumer-lstiy
lenders and as consumer kiaylet administrators.

Unfair Relationships

Under the CCA, th&extortionate creditregime was replaced by &anfair relationship test. The'unfair
relationshif test applies to all existing and new credit agreements, except regulated mortgage contracts
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under the FSMA. If the court makes a determination that the relationship between a lender and a borrower
is unfair, then it may make an order, amatiger things, requiring the Sellers, or any assignee such as the
Issuer, to repay amounts received from such a borrower. In applyitwrtiaér relationshiptest, the courts

are able to consider a wider range of circumstances surrounding the transachiming the creditds

conduct (or anyone acting on behalf of the creditor) before and after making the agreement or in relation to
any related agreement. There is no statutory definition of the Wwmfdir' in the CCA as the intention is

for the testo be flexible and subject to judicial discretion and it is therefore difficult to predict whether a
court would find a relationshifunfair'. However, the wordunfair' is not an unfamiliar term in the UK
legislation due to the UTCCR. The courts may, but are not obliged to, look solely to the Consumer Credit
Act 2006 for guidance. The principle 6freating customers fairlyunder the FSMA, and guidance
published by thd=SA and, as of 1 April 2013, the FCA on that principle and by the OFT on the unfair
relationship test, may also be relevant. Under the CCA, once the debtor allege$ uhddianelationship

exists, the burden of proof is on the creditor to prove tihérary.

Compliance with the relevant regulatory rules by the creditor (or a person acting on behalf of the creditor)
does not preclude a finding of unfairness, as a wider range of considerations may be relevant to the fairness
of the relationship than thesvhich would be relevant to the application of the rules.

If the court determined that there was an unfair relationship between the Sellers and the borrowers in respect
of the mortgage loans and ordered that financial redress was made in respecthadrsgage loans, such

redress may adversely affect the ultimate amount received by the Issuer in respect of the relevant mortgage
loans, and the realisable value of the Mortgage Portfolio and/or the'sszhiéity to make payment in full

on the Notes whedue.

Unauthorised capitalisations

A case in the Northern Ireland High Court in 2014 (Bank of Scotland PLC v Rea) brought to the attention
of mortgage lenders generally, and the FCA, concerns over how mortgage lenders were capitalising arrears.

The issueelates to lenders who add arrears to an account balance and then use that balance to calculate the
monthly payment without the borrovi&iconsent. This practice is referred td'@astomatic capitalisation

by the FCA. The principal concern with the praethighlighted by the Northern Ireland High Court is that

it is often coupled with a practice under which at the same time as capitalising the arrears, a separate record
of the borrowes arrears is kept by the lender and then the lender seeks sepataddiional) payment

of those arrears even though their payment has already been provided for in the calculation of the monthly
payment. This may result in borrowers being incorrectly charged arrears charges and'feiesddhthat

because they haveén capitalised, no longer subsist) and (where the borrower makes payment towards its
separatéarrears balan¢en addition to the monthly payment) overpayment (thereby reducing the balance

of the loan more quickly than otherwise is required). This pradsiin breach of the FCA rules applicable

to Regulated Mortgage Contracts but may also be a breach of the contractual terms of a mortgage loan,
whether or not it is a Regulated Mortgage Contract.

The Provisional Mortgage Pool does not contain Regulateddggige Contracts. In addition, eachtloé
Administrators pursuant to the Administration Agreement, undersaice calculate (and notify to the
relevant Borrowers) the monthly payments in respect of the Repayment Mortgages, in accordance with the
practices of a reasonably prudent mortgage administrator.

As such, as at the date of this Prospectus, no remediation exercise has been undertaken or is contemplated
to be undertaken in respect of any automatic capitalisation relating to any Mortgage in ts@rabvi
Mortgage Pool and, to the Isslseknowledge, no Borrowers have brought any material claims in
connection with their Mortgages in respect of an automatic capitalisation. However, notwithstanding this,
should any such claims arise in respect of drg@Mortgages in the Mortgage Portfolio, such claims, and

any setoff by Borrowers in respect of such claims against the amount due by the Borrowers under the
relevant Mortgages, may adversely affect the ultimate amount received by the Issuer inafepect
relevant Mortgages, and the realisable value of the Mortgage Portfolio and/or the ability of the Issuer to
make payment under the Notasd/or the Residual Certificates

Unfair Terms in Consumer Contracts Regulations 1994 and 1999

The Unfair Terms in Consumer Contracts Regulations 1999 (as amended) TGER") will apply to
any term of an agreement entered into between 1 October 1999 and 30 September 2@bsidynaet
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within the meaning of the UTCCR where the term has not been individually negotiated. Regulation 2 of
the UTCCR revoked the Unfair Terms in i@umer Contracts Regulations 1994, which applied to
agreements entered into between 1 July 1995 and 30 September 1999. Any term folndfeirbeithin

the meaning of the UTCCR will not be binding on the consumer (although the rest of the agreeiment wil
remain enforceable if it is capable of continuing in existence without the unfair term).

Under the UTCCR as long as a term is expressed in plain and intelligible English, the assessment of the
fairness of the terms shall not relate to the definitionhef main subject matter of the contract or the
adequacy of the price or remuneration for the services under the contract. A term could, however, be
assessed for fairness on other relevant grounds. Key provisions (such as the interest rate variation provisi
and loan transfer mechanism) of the Loans may be subject to scrutiny under the UTCCR. For example, if
a term permitting the lender to vary the interest rate (as the Seller is permitted to do) were to be found by a
court to be unfair, the borrower wilbhbe liable to pay interest at the increased rate or, to the extent that
the borrower has paid it, will be able, as against the lender, or any assignee such as the Issuer, to claim
repayment of the extra interest amounts paid or to set off the amobhetaéim against the amount owing

by the borrower under the credit agreement or any other credit agreement that the borrower has taken with
the lender. Any such claim or saff may adversely affect the Issigability to make payments in full

when due o the Notes.

The broad and general wording of the UTCCR makes any assessment of the fairness of terms largely
subjective and makes it difficult to predict whether or not a term would be held by a court to be unfair. It
is therefore possible that any loamkich have been made or may be made to borrowers covered by the
UTCCR may contain unfair terms which may result in the possible unenforceability of the terms of such
loans. In addition, the guidance issued by the Financial Services Autli&®$() has been removed by

the FCAand replaced by updated guidance relating to firms' obligations under the Consumer Rights Act
2015 (please see below for an overview of this regifdé)ilst the FCA has powers to enforce the UTCCR,

it would be for a cort to determine their proper interpretation. No assurance can therefore be given that
related guidance or the publication of new or additional guidance in the future would not have a material
adverse effect oaither or both ofhe Selles, the Issuer anthe Trustee and their respective businesses and
operations. This may adversely affect the Issuasility to make payments in full on the Notes when due.

Consumer Rights Act 2015

Themain provisions of th€onsumer Rights Act 2015¢RA") cameinto force on 1 October 2015The

CRA significantly reforms and consolidates consumer law in the UK. The CRA involves the creation of a
single regime out of the Unfair Contract Terms Act 1977 (which essentially deals with attempts to limit
liability for breach of contract) and the UTCCR. When the unfair contract terms regime of the CRA came
into force, it revoked the UTCCR and introduced a new regime for dealing with unfair contractual terms.
The CRA applies to any consumer contract entered into ofteorlaOctober 2015.

Under Part 2 of the CRA an unfair term of a consumer contract (a contract between a trader and a consumer)
is not binding on a consumer (an individual acting for purposes that are wholly or mainly outside that
individual's trade, busiess, craft or profession). The CRAlefinition of a consumer is wider than the
UTCCRs and therefore could potentially apply to a larger group. Additionally, an unfair notice is not
binding on a consumer, although a consumer may rely on the term a ifittie consumer chooses to do

so. A term will be unfair where, contrary to the requirement of good faith, it causes significant imbalance

in the partiesrights and obligations under the contract to the detriment of the consumer. In determining
whethera term is fair it is necessary to: (i) take into account the nature of the subject matter of the contract;
(ii) refer to all the circumstances existing when the term was agreed; and (iii) refer to all of the other terms
of the contract or any other conttaon which it depends.

Schedule 2 of the CRA contains an indicative andexraustive grey list' of terms of consumer contracts

that may be regarded as unfair. Notably, paragraph 11dist¢sm which has the object or effect of enabling

the trader taalter the terms of the contract unilaterally without a valid reason which is specified in the
contract. Paragraph 22 provides that this does not include terms by which a supplier of financial services
reserves the right to alter the rate of interest plgyhy or due to the consumer, or the amount of other
charges for financial services without notice where there is a valid reason if the supplier is required to
inform the consumer of the alteration at the earliest opportunity and the consumer is feselt@ dhe
contract immediately.
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A term in a consumer contract may not be assessed for fairness to the extent that (i) it specifies the main
subject matter of the contract; or (ii) the assessment is of the appropriateness of the price payable under the
contract by comparison with the gandligital content or services supplied under it; unless it appears on
the"grey list' referenced above. This exclusion from the assessment of fairness only applies if the term is
transparent and prominent

A trader must ensure that a written term ofamsumer contract, or a consumer notice in writing, is
transparent i.e. that it is expressed in plain and intelligible language and is legible.

Where a term of a consumer contractusfair’, it will not bind the consumer. However, the remainder of

the cantract, will, so far as practicable, continue to have effect in every other respect. Where a term in a
consumer contract is susceptible to multiple different meanings, the meaning most favourable to the
consumer will prevail. It is the duty of the cotmtconsider the fairness of any given term. This can be
done even where neither of the parties to proceedings have explicitly raised the issue of fairness.

The Office of Fair Trading (th€OFT") and the FSA were previously responsible foriisg@guidance on
the application of the UTCCR and identifying unfair terms.

The FCA and Competition Markets Authorihe"CMA™) are both jointly responsible for protecting the
interests of consumers through enforcing the CRA. The CMA hdédslarship role in relation to enforcing

both the UTCCRs and the CRA, while the FCA took over the responsibilities of the FSA in relation to the
enforcement of the UTCCRs for most financial service products on 1 April 2013, and the responsibilities
of the OFT in relation to consumer credit regulation on 1 April 2004e working arrangements for this

joint responsibility were outlined in a memorandum of understanding between the FGAedBBIA,

which was published on 12 January 2016. This outlines thegpisroach to enforcement, and ongoing
protection of consumer interests. Each regulatory body may refer cases to the other, if determined that the
other is better placed to deal with the relevant issues.

The unfair contract terms regime in Part 2 and 8gles 2 and 3 of the CRA came into force on 1 October
2015. This new regime does not seem to be significantly different from the regime under the UTCCR.
However, this area of law is rapidly developing and new regulator guidance and case law are expected a
result of this new legislation. The FCA has noted (on 24 March 2015) that, as part of the FCA Business
Plan 2015/16, it will specifically monitor the impact on consumer credit and complex terms and conditions
of the CRA. The CMA has also published umahguidance on unfair contract terms under the CRA,
including examples and further explanation of scope and exemptions from the CRA.

The CMA published its finalised guidance on the unfair terms provisions in the Consumer Rights Act on
31 July 2015 whictsits alongside two complementary CMA publications aimed particularly at smaller
businesses and others who require a short introduction to unfair terms law and to tleea@ptaach to

unfair terms enforcement.

Additionally, the FCA updated the Guid8JNFCOG"), before the CRA came into force, which sets out

the FCAs approach to assessing the fairness of a contract term. In deciding whether to ask a firm to
undertake to stop including a term in new contracts or to stop relying on it in dedalantracts, the FCA
considers the full circumstances of each case, including:

(a) whether the FCA is satisfied that the term may properly be regarded as unfair within the meaning
of the CRA;
(b) the extent and nature of the detriment to consumers resultingHeotarm or the potential harm

which could result from the term; and

(c) whether the firm has fully cooperated with the FCA in resolving their concerns about the fairness
of the particular contractual term.

In May 2018, the FCA published a consultation on meidance on unfair contract termgalrness of
variation terms in financial services consumer contracts under the Consumer Rights Att T84 5
finalised guidance (FG 18/7) was published in December 2018, and outlines thetéit€ Aconsiders
financial services firms should consider when drafting and reviewing variation terms in their consumer
contracts.The finalised guidance relates to fatlancial services consumer contracts entered into since 1
July 1995. The FCA stated that firms should consider both this guidance and any other rules that apply
when they draft and use variation terms in their consumer contracts. The FCA stated timelitieel f
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guidance will apply to FCA authorised persons and their appointed representative in relation to any
consumer contracts which contain variation terms.

However, no assurance can be given that any changes in legislation, guidance or case lawtermsifai

will not have a material adverse effect on the Sellers, the Issuer and their respective businesses and
operations. There can be no assurance that any such changes (including changes in 'regulators
responsibilities) will not affect the loans.

EachSeller will warrant to the Issuer and the Trustee in the Mortgage Sale Agreement that asitdr as
Seller is aware, no term of any Individual Mortgage to which the UTCCR or CRA applies is an unfair term
for the purposes of such regulations.

EachSeller wil agree in the Mortgage Sale Agreement that, if a term of any Individual Mortgage sold by

it to the Issuer is at any time on or after the Closing Date found by a competent court, whether on application
of a borrower or the FCA or otherwise, to be an uriéim for the purposes of the UTCCR or CRA, it shall
repurchase or procure the repurchase of the Individual Mortgage concerned.

Financial Ombudsman Service

Under the FSMA, the Financial Ombudsman Service '@mbudsman’) is required to make decisions

on (among other things) complaints relating to activities and transactions under its jurisdiction on the basis
of what, in the Ombudsma&nopinion, would be fair and reasonable in all circumstances of the case, taking
into accouh (among other things) law and guidance. Complaints brought before the Ombudsman for
consideration must be decided on a dagease basis, with reference to the particular facts of any
individual case. Each case would first be adjudicated by an adjudiEdteer party to the case may appeal
against the adjudication. In the event of an appeal, the case proceeds to a final decision by the Ombudsman.
The Ombudsman may make a money award to a borrower, which may adversely affect the value at which
loans coull be realised and accordingly the ability of the Issuer to make payments in full when due on the
Notes.

Consumer Protection from Unfair Trading Regulations 2008

The Unfair Commercial Practices Directivé&JCP"), which took effect on 12 May 2005eeks to regulate

unfair commercial practices across the EU by establishing rules for the protection of consumers. Generally,
the UCP applies full harmonisation, which means that member states of the European Union may not
impose more stringent provisisiin the fields to which full harmonisation applies. By way of exception,

this Directive permits member states of the European Union to impose more stringent provisions in the
fields of financial services and immovable property, such as mortgage loans.

The UCP applies to all consumer contracts and contains a wide prohibitianfair commercial practicés
with examples of practices which would violate this principle by virtue of b&mgsleading or
"aggressive Examples of such conduct include theséimination of false information at any stage of the
relationship or conduct involving harassment, coercion or undue influence.

In the UK the UCP was implemented through the Consumer Protection from Unfair Trading Regulations
2008 (the'CPUTR"), which came into force on 26 May 2008. Whilst engaging in an unfair commercial
practice does not render a contract void or unenforceable, to do so is an offence punishable by a fine and/or
imprisonment. Consequently, there is a risk thabh of the CPUTRs would initiate intervention by a
regulator and may lead to criminal sanctiofibe possible liabilities for misrepresentation or breach of
contract in relation to the underlying credit agreement may also result in irrecoverable foagsesunts

to which such agreements apply.

The Law Commission and the Scottish Law Commission reviewed the current private law in this area and
found it to be fragmented and unclear. On 28 March 2012 the two Commissions published a report entitled
"ConsumeRedress for Misleading and Aggressive Practicesich sets out recommendations for reform.

On 14 March 2013 the European Commission published the results of its review on the application of the
UCP. The Commission did not propose amending the UCP lsutnidécated that intensified national
enforcement and reinforced cooperation in cltossler enforcement are needed. Going forward the
Commission will consider how it can play a more active role in enforcement and will continue to perform
in-depth reviewsf how the directive works in practice.
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There remains a risk that the CPUT8uld adversely affect the ability of the Issuer to make payments on
the Notes.

Mortgage repossession

The Mortgage Repossession (Protection of Tenants etc) Act 2010 came infa footeber 2010. The act
introduced powers for courts hearing a mortgage repossession case where the property is occupied by
unauthorised tenants, including powers to delay a repossession order and suspend a warrant of eviction on
application by an unauthised tenant. The act may have adverse effects in markets experiencing above
average levels of possession claims. Delays in the initiation of responsive action in respect of the mortgage
loans may result in lower recoveries and a lower repayment rabe dvotes.

The Renting Homes (Wales) Act 2016

The Renting Home (Wales) Act (thRenting Homes Act) received royal assent on 18 January 2016 but
has not yet been brought into force. This Act will convert the majority of residiéstiancies in Wales into

a 'standard contractvith retrospective effect when it has been broughy into force, however some
tenancies will not be converted with retrospective effect (including those which have Rent Act protection
and tenancies for ane than 21 years).

The Renting Homes Act (which only has effect in Wales) does not contain an equivalent mandatory ground
for possession that a lender had under the Housing Act 1988 where a property was subject to a mortgage
granted before the beginnind the tenancy and the lender required possession in order to dispose of the
property with vacant possession.

The Renting Homes Act may result in lower recoveries in relation tetdlgt mortgage loans over
Properties in Wales and may affect #imlity of the Issuer to make payments under the Notes.

Financial Services (Distance Marketing) Regulations 2004

The Financial Services (Distance Marketing) Regulations 2004 appintés, alia, credit agreements
entered into on or after 31 October 20@4neans of distance communication (i.e. without any substantive
simultaneous physical presence of the originator and the borrower). A regulated mortgage contract under
the FSMA, if made by a UK originator from an establishment in the UK, will not be ¢alplesinder these
regulations.Certain dher credit agreementvill be cancellable under these regulations, if the Borrower
does not receive prescribed information at the prescribed time, or in any event for certain unsecured lending
Where the credit ageenent is cancellable under these regulatidves Borrower may send notice of
cancellation under these regulations at any time before the end of the fourteenth day after the day on which
the cancellable agreement is madwere all the prescribed informatitvas been receivedt, if later, the
Borrower receives the last of the prescribed information.

If the Borrower cancels the credit agreement under these regulations, then:

(a) the Borrower is liable to repay the principal and any other sums paid by the arigimahe
Borrower under or in relation to the cancelled agreement, within 30 calendar days beginning with
the day of the Borrowés sending notice of cancellation or, if later, the originator receiving notice
of cancellation;

(b) the Borrower is liable to paiterest, or any early repayment charge or other charge for credit
under the cancelled agreement, only if the Borrower received certain prescribed information at
the prescribed time and if other conditions are met; and

(c) any security is to be treated as eekiaving had effect.

If a significant portion of the mortgage loans are characterised as being cancellable under these regulations,
then there could be an adverse effect on the I'sstegeipts in respect of those amounts, affecting the
Issuels abilityto make payments in full on the Notes when doehis regardit is noted that the Sellers

will warrant that the first payment due from the Borrower in respect of the relevant Mortgage has been
received in full.

Other changes to mortgage regulation
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Therecan be no assurance that this section comprehensively describes all proposed changes to relevant
regulation or that there will be no further changes to regulation that may have an effect on the mortgage
market in the United Kingdom generally or specifigah relation to the Sellers. Further, there can neither

be assurance that regulatargerpretation of existing rules and regulations will remain unchanged nor
whether any such regulator may apply such interpretations in respect of actions or comdult al
undertaken. Any such action or developments, in particular, but not limited to, the cost of compliance, may
have a material adverse effect on the Sellers, the Issuer and/or the Administrators and their respective
businesses and operations. This mdweasely affect the Issusrability to make payments on the Notes.

Given the high level of scrutiny regarding financial institutiamsatment of customers and business
conduct from regulatory bodies, the media and politicians, there is a risk that certain aspects of the current
or historic business of the Sellers, including, amongst other things, mortgages, may be determined by the
FCA and other regulatory bodies or the courts as, in their opinion, not being conducted in accordance with
applicable laws or regulations, or fair and reasonable treatment.

Policy considerations in respect of the UK private rented sector

Thesix-month period ended 31 March 201%bkaen the buyo-let mortgage market continuing to reshape
following a period of sustained fiscal and regulatory intervention. Following changes to tax and stamp duty
affecting landlords, the Prudential Regulationti#arity ("PRA") introduced new rules on the conduct of
buy-to-let underwriting, which came into force on 1 January 2017 and 1 Octobea@01ivhich are further
described under the heading beld®egulatory changes affecting buy to let lentling

New mortgge approvals in the simonth period ended 31 March 2019, reported by the Bank of England,

at £123.0 billion increased by 3.5% from the £118.8 billion recorded in the same period in the preceding

year, with the split of remortgage and house purchase mergdiroadly similar. This key indicator remains

far below its 2007 peak, when approvals in the six months to March were £178.5 billion. House prices were

also subdued, with the Nationwide Building Society reporting an average decline of Otl8% in§ htlx mo

period, although this included significant regional variations. The most recent RICS survey suggested this
slight downward trend is |likely to continue in the |

Within this wider rmaankdstrongwithungew adwancéseft£1819 diltioth in the sixr

months reported by UK FinanceUKF"), compared to £18.4 billion in the same period in the previous

year. Much of this activity represents refinancing by landlords, with 73.0% of new advanedseleing

remortgages (skmonth period ende@1 March2 0 1 8 : 70. 7 %) . The trend in favo
interest rates has also continued, with the proportion of new loans with interest rates fixed for five years or

more now reaching 57.3% (sirorth period ende®1 March2018: 46.2%, sbmonth period ende@l

March 2017: 25.6%). This trend has been seen in the Group's own lending and is expected to reduce
remortgage activity especirayltehmsinéireaset he short term as

Professbnal landlords form the largest part of the Group's target market. Recent years have seen lenders'

strategies for buy to |l et polarising, with many higl
landlords. This has left the Group amongsiraall number of specialist lenders addressing the professional
buy to | et mortgage market.

The lettings market remains robust with RICS reporting both demand and rental levels increasing due to
restricted supply, partially as a result of amateur landiseg&ing to exit the market in response to fiscal

and regulatory changes over recent yedimswvever, the English Housing Survey for 2018, published in
January 2019 still shows the private rented sector
the past five years. These factors have led to an expectation of increasing rents,G8itm&hbers

predicting a 2% increase over the next twelve months accelerating to 3% per annum up to 2024, which
should benefit the Group's customers and the affditiabf their loans. However, reduced supply and

increased rents may present difficulties for tenants and those seeking rented accommodation.

The buy to let market has been disrupted as a result of a series of government fiscal policy and regulatory
interventions, which are in the process of reshaping the sector. Significant changes have been seen to date,
and the effects are yet to work themselves out fédbm the following principal changes:

(a) the introduction of a stamp duty land tax surchakiyelsh land transaction tax surcharge and
higher capital gains tax rate buy to let properties;

-33-



(b) the restriction of income tax relief on finance costs for buy to let landlords; and
(c) regulatory changes affecting buy to let lending.

The introduction of these easures may adversely affect the private residential rental market in England
and Wales in general, or (in the case of the restriction of income tax relief) the ability of individual
borrowers of buyto-let Mortgages to meet their obligations under thosetyhge Loans.

Stamp Duty Land Tax Surcharge, Welsh Land Transaction Tax Surcharge and Capital Gains Tax higher
rate on buy to let properties

The UK Governmentas introduced a-Bercentage point increase on top of the existing Stamp Duty Land
Taxrates for additional residential properties including residential investment property (e.g. second homes
and buyto-let properties) which has applied from 1 April 2016. The policy was designed to "level the
playing field" for the benefit of home buyers. Wever, the changes have not fundamentally altered the
economics for residential property investors as the additional costs of acquisition can be defrayed over the
term over which the property is held. As a result the increase in stamp duty appearshachtneleast

effect of the changes, with landlords considering their investment in the long term, mitigating the impact.
An additional rate of 3 per cent. above the standard rate is also generally payable in respect of land
transaction tax in Wales on tperchase by an individual of an additional residential property. In addition,

a different (and higher) rate of capital gains tax ("CGT") applies in respect of a gain realised by an individual
on the disposal of a residential property which is not theatgexgs principal private residence (e.g. a second
home or a buyo-let property) than the rate of CGT that applies in respect of taxable gains realised on the
disposal of other assets.

Restriction of income tax relief on finance costs for buy to let ladstlo

On 8 July 2015, the UK Government announced changes to the tax regime for rented property that will
result in individual landlords only being able to claim income tax relief on finance costs at the basic rate of
tax, currently 20%, from April 2017 arle cessation of the automatic 10% 'wear and tear' allowance. An
extended leath period has, however, been allowed, giving landlords time to adjust their strategies. It is
expected that changes to income tax relief on finance costs for landlords withbemed properties will

fully take effect from 2020.

Tax relief changes have had a significant impact on customer behaviour, with amatgartfaio
landlords (those with fewer than four properties) moving away from the market, leading to a fall in the
volume of buyto-let purchase transactions undertaken by landlords which seems to be settling at a new
‘normal’ level. The reaction of the more professional portfolio landlords, who constitute the Paragon
Banking Group's main target customer base, has tiéfenent. Their focus has generally been to adopt
defensive measures, including putting properties into corporate structures and focussing on higher yielding
properties such as homes in multiple occupatiétMOs"). This has led to a sharpdistinction between
professional landlord investors and other buy to let borrowers.

Regulatory changes affecting buy to let lending:
The regulatory changes were implemented in two phases:

(a) From 1 January 2017 the PRA imposed common standards for affasdisiiing in the buyto-
let sector, similar, in principle, to the approach adopted byFR@G& for owneroccupied
mortgagesunder the Mortgage Conduct of Businé®dCOB") rules; and

(b) From 1 October 2017, lenders were required to underpoitéolio buyto-let cases on a much
more specialised basis, differentiating between portfolio andpoatfolio landlords, based on
the number of properties owned with bigylet finance.

Energy Efficiency Regulations 2015

From 1 April 2018, landlords @élevant domestic properties in England and Wales may not grant a tenancy
to new or existing tenants if their property has an EPC rating of band F or G (as shown on a valid Energy
Performance Certificatéor the property) and from 1 April 2020, landlords must not continue letting a
relevant domestic property which is already let if that property has an EPC rating of band F or G (as shown
on a valid Energy Performance Certificate for the property). In tedbs described above this is referred

-34-



to in the Energy Efficiency (Private Rented Property) (England and Wales) Regulations 20 Enéttasy
Efficiency Regulations 2015) as the prohibition on letting substandiproperty. Where a landlord wishes

to continue letting property which is currently substandard, they will need to ensure that energy efficiency
improvements are made which raise the EPC rating to a minimum of E. In certain circumstances landlords
may beable to claim an exemption from this prohibition on letting-standard property; this includes
situations where the landlord is unable to obtain funding to cover the cost of making improvements, or
where all improvements which can be made have been anadiehe property remains below an EPC rating

of Band E. Local authorities will enforce compliance with the domestic minimum level of energy efficiency.
They may check whether a property meets the minimum level of energy efficiency, and may issue a
compliance notice requesting information where it appears to them that a property has been let in breach of
the Energy Efficiency Regulations 2015 (or an invalid exempltias been registered in respect of it).
Where a local authoritys satisfied that a propertyas been let in breach of the Energy Efficiency
Regulations 2015 it may serve a notice on the landlord imposing financial penalties.

Implementation of and/or changes to the Basel Il framework may affect the capital requirements and/or
the liquidity asso@mted with a holding of the Notes for certain investors

The Basel Committee on Banking Supervision (Basel Committe&) approved significant changes to
the Basel Il regulatory capital and liquidity framework in 2011 (such char&jag commonly referred to
as"Basel llI"). In particular, Basel Il provides for a substantial strengthening of existing prudential rules,
including new requirements intended to reinforce capital standards (with heightened requifements
global systemically important banks) and to estaldiséverage ratibackstop for financial institutions

and certain minimum liquidity standards (referred to as"theuidity Coverage Ratio” and the"Net
Stable Funding Ratid').

The Basel 1l reform package has been implemented in the European Economic At&x&hethrough

the Regulation (EU) No. 575/201@vhich entered into force on 28 June 20&8) an asociated directive

(the recast Capital Requirements Directive (B&D")) (which was required to be transposed by Member
States by 31 December 20X8)gether,"CRD IV"). The regulation establishes a single set of harmonised
prudential rules which apply directly to all credit institutions and investment firms in the EEA, with the
directive containing less prescriptive provisions which are required to be transposed into natiddeddhw.
Committee member countries agreed to enpént the initial phase of Basel Il reforms form 1 January
2013 and the second phase from 1 January 2022, subject to transitional anth @nesggements for
certain requirements.

Implementation of Basel 11l requires national legislation and therefioedjnal rules and the timetable for

their implementation in each jurisdiction may be subject to national variation. The Basel Committee has
also published certain proposed revisions to the securitisation framework, including changes to the
approaches toalculating risk weights and a new risk weight floor of 10%.

Implementation of the Basel framework and any changes as described above may have an impact on the
capital requirements in respect of the Notes and/or on incentives to hold the Notes fordnbhestare

subject to requirements that follow the relevant framework and, as a result, may affect the liquidity and/or
value of the Notes.

In general, investors should consult their own advisers as to the regulatory capital requirements in respect
of the Notes and as to the consequences to and effect on them of any changes to the Basel framework
(including the changes described above) and the relevant implementing measures. No predictions can be
made as to the precise effects of such matters on anyoneetherwise.

Regulatory initiatives may result in increased regulatory capital requirements and/or decreased liquidity
in respect of the Notes

In Europe, the U.S. and elsewhere there is increased political and regulatory scrutiny of thackeskt
securities industry. This has resulted in a raft of measures for increased regulation which are currently at
various stages of implementation and which may have an adverse impact on the regulatory capital charge
to certain investors in securitisation exps and/or the incentives for certain investors to hold -asset
backed securities, and may thereby affect the liquidity of such securities. In particular, please see the section
below entitled'Certain Regulatory Disclosurésinvestors in the Notes are responsible for analysing their

own regulatory position and none of the Issuer, the Joint Lead Managekstahgers the Selles, or any

party to a Relevant Document makes any representation to any prospective investochasquwf the

-35-



Notes regarding the regulatory capital treatment of their investment in the Notes on the Closing Date or at
any time in the future.

In particular, investors should be aware of the EU risk retention and due diligence requirements which
currently apply, or are expected to apply in the future, in respect of various types of EU regulated investors
including credit institutions, authorised alternative investment fund managers, investment firms, insurance
and reinsurance undertakingdCITS fundsand institutions for occupational retirement provisions
Amongst other things, such requirements restrict a relevant investor from investing ibaasset
securities unless (i) that investor is able to demonstrate that it has undertaken certainathoe diligespect

of various matters including its note position, the underlying assets and (in the case of certain types of
investors) the relevant sponsor or originator and (ii) the originator, sponsor or original lender in respect of
the relevant securgtation has explicitly disclosed to the investor that it will retain, on agodmg basis, a
material net economic interest of not less than 5 per cent. in respect of certain specified credit risk tranches
or asset exposures. Failure to comply with onmare of the requirements may result in various penalties
including, in the case of those investors subject to regulatory capital requirements, the imposition of a penal
capital charge on the notes acquired by the relevant investor. Aspects of the rentsirand what is or

will be required to demonstrate compliance to national regulators remain unclear.

The risk retention and due diligence requirements described above apply, or are expected to apply, in
respect of the Notes. With respect to the commitnoé PFPLCto retain a material net economic interest

in the securitisation and with respect to the information to be made available by the Issuer or another
relevant party (or, after the Closing Date, by PML in its capacity as Administrator on thes|balnef),

please see further the statements set ol antain Regulatory Disclosureand”Subscription and Sdle
Relevant investors are required to independently assess and determine the sufficiency of the information
described above for the purposgomplying with any relevant requirements and none of the Issuer, the
Sellers, the Administrator®FPLC, PBGthe Arrangers, the Joint Lead Managéhg Truste®r any other

party to the Relevant Documents makes any representation that the inforohegicibed above is
sufficient in all circumstances for such purposes.

It should be noted that the European authorities haepted and finalisetivo new regulations related to
securitisation(being Regulation (EU) 2017/2402 and Regulation (EU) 2017/248ich apply in general

from 1 January 201@ncluding the retention and due diligence requirements) and accordingly will apply

to the NotesAmongst other things, the regulations include provisions intended to implement the revised
securitisation framew@rdeveloped byhe Basel Committe@vith adjustments) and provisions intended to
harmonise and replace the risk retention and due diligence requirements (including the corresponding
guidance provided through technical standards) applicable to certaindtlatesl investorsThere are
materialdifferences between the requirementexistence under such new legislation and the requirements

as they existed prior to January 20it@]uding with respect toertainmatters to be verified under the due
diligence requirements, as well as with respect to the appligtipmoach under the retention requirements

and the originator entities eligible to retain the required interest. Further differences may arise under the
corresponding guidance which will apply under the new risk retention requirements, which guidance is to
be made through new technical standaRlsase see the section below entitlBdrbpean Securitisation
Regulations.

Prospective investors are requirt® independently assess and determine the sufficiency of the information
described above for the purposes of complying with any relevant requiremanting Article 5 of the
Securitisation Regulation and any corresponding national measures whicle megvantand none of the

Issuer, the Administrators, Sellethe Trusteethe Arrangers nor the Joint Lead Managers or any other
party makes any representation that the information described above is sufficient in all circumstances for
such purposes.

All investors whose investment activities are subject to investment laws and regulations, regafstaky
requirements, or review by regulatory authorities (including the introduction or proposal rdteskion
rules) should consult with their own kg accounting and other advisors in determinirigether, and to
what extent, the Notes are subject to investment or other restrictions, unfavaaahlating treatment,
capital charges or reserve requirements. None of Issuer, the Administrators, tBellarsangers, the Joint
Lead Managerghe Trusteer any other party nor any of their affiliates makesmpyesentation, warranty
or guarantee that the structure of the Notes is compliant with any applieghle regulatory or other
framework, incliding as any such framework applies to any investor&sstment in the Notes.
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The matters described above and any other changes to the regulation or regulatory treatment of the Notes
for some or all investors may negatively impact the regulatory posifiondividual investors and, in
addition, have a negative impact on the price and liquidity of the Notes in the secondary market.

CRA Regulation

In general, European regulated investors are restricted under the CRA Regulation from using credit ratings
for regulatory purposes, unless such ratings are issued by a credit rating agency established in the EU and
registered under the CRA Regulation (@ugh registration has not been withdrawn or suspended), subject

to transitional provisions that apply in certain circumstances while the registration application is pending.
Such general restriction will also apply in the case of credit ratings issuhtBU credit rating agencies,

unless the relevant credit ratings are endorsed by an EU registered credit rating agency or the relevant non
EU rating agency is certified in accordance with the CRA Regulation (and such endorsement action or
certification, & the case may be, has not been withdrawn or suspended).

Credit ratings included or referred to in this Prospectus have been or, as applicable, may be issued by Fitch
and Moodys, each of which, as at the date of this Prospectus, is a credit rating agtaidished in the
European Community and registered under the CRA Regulation.

Banking Act 2009

The UK Banking Act 2009 (th&8Banking Act") includes provision for a special resolution regime pursuant

to which specified Ukauthorities have extended tools ) to deal with the failure (or likely failure) of certain
UK incorporated entities including authorised deptadiing institutions and investmefitms, and powers

to take certain resolution actions in respect of third tgunstitutions. In addition, powers may be used

in certain circumstances in respect of UK established banking group companies, where such companies are
in the same group as a relevant UK or third country institution or in the same group as an EEA credit
institution or investment firm. The relevant transaction entities for these purposes include Paragon Bank
as an AdministratoiSellerand LegalTitle Holder, Lloyds Bank Corporate Marketglc as a Basis Hedge
Provider, Barclays Bank PLC as the PKabllection Account Bank, NatWest Bank plc as the PB Collection
Account Bank and PBG (as holding company of Paragon Bank)nendinclude PML as a Seller,
Administrator the Paragon Corporate Services Provided LegalTitle Holder), provided hat certain
conditions are met.

The tools currently available under the Banking Act include share and property transfer powers (including
powers for partial property transfers), certain ancillary powers (including powers to modify certain
contractual arrangements irertain circumstances) and special insolvency procedures which may be
commenced by the UK authoritiest is possible that the extended tools described above could be used
prior to the point at which an application for insolvency proceedings with regpgcetevant entity could

be made and, in certain circumstances, the UK authorities may exercise broagoprgon powers in
respect of relevant entities with a view to removing impediments to the exercise of the stabilisation tools.
In general, the Bdiing Act requires the UK authorities to have regard to specified objectives in exercising
the powers provided for by tHgankingAct. One of the objectives (which is required to be balanced as
appropriate with the other specified objectives) refers tptbtection and enhancement of the stability of

the financial system of the United Kingdom. The Banking Act includes provisions related to compensation
in respect of instruments and orders made under it. In general, there is considerable uncertaititg about
scope of the powers afforded to UK authorities under the Banking Act and how the UK authorities may
choose to exercise them. Further, UK authorities have a wide discretion in exercising their powers under
the special resolution regime, including giptying or modifying the effect of a provision of an enactment

or the effect of a rule of law (in each case other than with respect to the Banking Act) by way of regulation
of HM Treasury to facilitate its Banking Act objectives.

If an instrument or ordewere to be made under the provisions of the Banking Act currently in force in
respect of a relevant entity as described above, such instrument or order may (amongst other things) affect
the ability of such entity to satisfy its obligations under the RefeZmcuments and/or result in the
cancellation, modification or conversion of certain unsecured liabilities of such entity under the Relevant
Documents or other modifications to such documents. In particular, modifications may be made pursuant
to powers prmitting (i) certain trust arrangements to be removed or modified, (ii) contractual arrangements
between relevant entities and other parties to be removed, modified or created where considered necessary
to enable a transferee in the context of a propertghare transfer to operate the transferred business
effectively and (iii) in connection with the modification of an unsecured liability through use of tha bail
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tool, the discharge of a relevant entity from further performance of its obligations airmdertract. In
addition, powers may apply to require a relevant instrument or order (and related events) to be disregarded
in determining whether certain widely defin&default eventshave occurred. As a result, the making of

an instrument or order irespect of a relevant entity as described above may affect the ability of the Issuer
to meet its obligations in respect of the Notes.

As noted above, the stabilisation tools may be used in respect of certain banking group companies provided
certain condibns are met. If the Issuer was regarded to be a banking group company and no exclusion
applied, then it would be possible in certain scenarios for the relevant authority to exercise one or more
relevant stabilisation tools (including the property tranpfaversand/or the bailn power$ in respect of

it, which could result in reduced amounts being available to make payments in respect of the Notes and/or
in the modification, cancellation or conversion of any unsecured portion of the liability of tiee issler

the Notes at the relevant timiore generally in respect of stabilisation tools, whitet UK authorities
provided an exclusion for certain securitisation companies from being banking group comphitls,
exclusion is expected to extend te tsueraspects of the relief are unclear meaning that no assurance can
be provided that the Noteholders will not be adversely affected by an action taken under the relevant
amended provisions.

Although no instrument or order has been made under thésjamos of the Banking Act in respect of a
relevant transaction entity, as described above, and there has been no indication that it will make any such
instrument or order, there can be no assurémaghis will not change and any such action or step ihay

taken (amongst other things) affect the ability of such entities to satisfy their obligations under the Relevant
Documents and/or result in modifications to such documents, and may, in particular, affect the ability of
the Issuer to meet its obligat®mn respect of the Notes. While there is provision for compensation in
certain circumstances under tBankingAct, there can be no assurance that Noteholders would recover
compensation promptly and equal to any loss actually incurred.

Potential effects bany additional regulatory changes

No assurance can be given that changes will not be made to the regulatory regime and developments
described above in respect of the mortgage market in the United Kingdom generally, thep@etientar

sector in thamarket oreachSeller specifically. Any such action or developments, affecting in particular,

but not only, the cost of compliance, may have a material adverse effect on the Beléssuer and/or

the Administratos and their respective businesses and operations. This may adversely affect the Issuer
ability to make payments in full when due on the Notes.

Payments Priorities

The revenue receipts and the principal receipts in respect of the Mortgage Portfolinestyafilied by

PML as Administratofon behalf of the Issuer) in accordance with the relevant priorities of payment which
sets out the priority in which Secured Creditors will be paid. To the extent there are funds available, certain
fees, costs and expasssand other liabilities of the Issuer will rank ahead of payments to the Noteholders
in accordance with the relevant priorities of payment.

The validity of contractual priorities of payments such as those contemplated in this transaction has been
challenged in the English and U.S. courts. The hearings have arisen due to the insolvency of a secured
creditor (in that case a swap counterparty) and have considered whether such payment priorities breach the
"anti-deprivatiori principle under English and U.Sisolvency law. This principle prevents a party from
agreeing to a provision that deprives its creditors of an asset upon its insolvency. It was argued that where
a secured creditor subordinates itself to noteholders in the event of its insolvencecthatl creditor
effectively deprives its own creditors. The Supreme Court of the United Kingdd®elimont Park
Investments PTY Limited (RespondenBNY Corporate Trustee Services Limited and Lehman Brothers
Special Financing Inc. [2011] UK SC 3#&naninously upheld the decision of the Court of Appeal in
dismissing this argument and upholding the validity of similar priorities of payment, stating that, provided
that such provisions form part of a commercial transaction entered into in good faith whialodbeave

as its predominant purpose, or one of its main purptdseseprivation of the property of one of the parties

on bankruptcy, the antleprivation principle was not breached by such provisions.

In parallel proceedings in New York, Judge PecthefU.S. Bankruptcy Court for the Southern District of
New York granted Lehman Brothers Special Financedifd.BSF") motion for summary judgement on
the basis that the effect was that the provisidmanging the order of priority constitateinenforceable
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ipso factoclauses in violation of sections 365(e)(1) and 541 (c)(1)(b) of the U.S. Bankruptcy Qattge

Peck acknowledged that this resulted in the U.S. courts coming to a dédsextly at odds with the
judgement of the English Cas'. In New York, whilst leave to appeal was granted, the case was settled
before an appeal was heard.

It should be noted that on 8 February 2012, Belmont Park Investments PTY Limited and others commenced
proceedings in the U.S. Bankruptcy Court in iielato Lehman Brothers Special Financing Inc. seeking

an order recognising and enforcing the English judgment on noteholder priority. Declaratory relief that the
noteholder priority is valid and that the collateral can be distributed accordingly andiigldity to the

trustee, is also being sought.a more recent decision, the Bankruptcy Court for the Southern District of
New York departed from certain aspects of Judge
subordination provisions did nobnstitute ipso facto clauses and that, more generally, distributions made

in accordance with such provisions were protected by safe harbours in the U.S. Bankruptcy Code. On
appeal, the United States District Court for the Southern District of New Yoréldiphe Bankruptcy

Court's decision without directly ruling on the interpretationipsfo factoprovisions under the U.S.
Bankruptcy Codd&his is an aspect of cross border insolvency law which remains untested. Therefore,
whilst the priority issue is cordered largely resolved in England and Wales, concerns still remain that the
English and U.S. courts will diverge in their approach which, in the case of an unfavourable decision in the
U.S., may adversely affect the Issaeability to make payments onetiNotes in accordance with the
Relevant Documents.

There remains the issue whether in respect of the foreign insolvency proceedings relating to a creditor
located in a foreign jurisdiction, an English court will exercise its discretion to recognisedtis effthe

foreign insolvency proceedings, whether under the Cross Border Insolvency Regulations 2006 or any
similar common law principles. Given the current state of U.S. law, this is likely to be an area of continued
judicial focus particularly in reget of multijurisdictional insolvencies.

English law security and insolvency considerations

The Issuer will enter into the Deed of Charge pursuant to which it will grant the Security in respect of
certain of its obligations, including its obligations unttee Notes as to which, s&8ecurity for the Notés

If certain insolvency proceedings are commenced in respect of the Issuer, the ability to realise the Security
may be delayed and/or the value of the Security impaired.

The provisions of the Insolvency Ad986 (the"Insolvency Act') allow for the appointment of an
administrative receiver in relation to certain transactions in the capital markets. Although there is as yet no
case law on how theseqvisions will be interpreted, such provisions should apply to the floating charge
created by the Issuer and assignment by way of security in favour of the Trustee. However, as this is partly
a question of fact, were it not possible to appoint an admatiig receiver in respect of the Issuer, the
Issuer would be subject to administration if it became insolvent.

In addition, it should be noted that, to the extent that the assets of the Issuer are subject only to a floating
charge (including any fixed chge recharacterised by the courts as a floating charge), in certain
circumstances under the Insolvency Act, certain floating charge realisations which would otherwise be
available to satisfy the claims of secured creditors under the Deed of Charge nsmdhe satisfy any

claims of unsecured creditors. While certain of the covenants given by the Issuer in the Relevant
Documents are intended to ensure it has no significant creditors other than the secured creditors under the
Deed of Charge, it will be aatter of fact as to whether the Issuer has any other such creditors at any time.
There can be no assurance that the Noteholders will not be adversely affected by any such reduction in
floating charge realisations upon the enforcement of the Security.

While the transaction structure is designed to minimise the likelihood of the Issuer becoming insolvent,
there can be no assurance that the Issuer will not become insolvent and/or the subject of insolvency
proceedings and/or that the Noteholders would notdveraely affected by the application of insolvency

laws.

Fixed charges may take effect under English law as floating charges

The law in England and Wales relating to the characterisation of fixed charges is unsettled. The fixed
charges purported to be gtad by the Issuer may take effect under English law as floating charges only if,
for example, it is determined that the Relevant Documents do not permit the Trustee to exert sufficient
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control over the Charged Property. If the charges take effect éindl@harges instead of fixed charges,
then, as a matter of law, certain claims would have priority over the claims of the Trustee in respect of the
floating charge assets.

The interest of the Secured Creditors in property and assets over which thiéoating charge will rank

behind the expenses of any administration or liquidation and the claims of certain preferential creditors on
enforcement of the Security. Section 250 of the Enterprise Act 2002 abolishes crown preference in relation
to all insohencies (and thus reduces the categories of preferential debts that are to be paid in priority to
debts due to the holder of a floating charge)3erttion 17640f the Insolvency Act requires"arescribed

part' (up to a maximum amount of £600,000) of theafing charge realisations available for distribution

to be set aside to satisfy the claims of unsecured creditors. This means that the expenses of any
administration, the claims of preferential creditors and the beneficiaries of the prescribed partpait

out of the proceeds of enforcement of the floating charge ahead of amounts due to Noteholders. The
prescribed part will not be relevant to property subject to a valid fixed security interest or to a situation in
which there are no unsecured cters.

Liquidation expenses

Prior to the House of Lordldecision in the case &fe Leyland Dain 2004, the general position was that

in a liquidation of a company, the liquidation expenses ranked ahead of unsecured debts and floating
chargees claimsReLeyland Dafreversed this position so that liquidation expenses could no longer be
recouped out of assets subject to a floating charge. However, Section 176ZA of the Insolvency Act, which
came into force on 6 April 2008, effectively reversed by stat@télthuse of Lordslecision inRe Leyland

Daf. As aresult, itis now the case that the costs and expenses of a liquidation will be payable out of floating
charge assets in priority to the claims of the floating chladéer. In respect of certain litifan expenses

of the liquidator only, this is subject to the approval of the amount of such expenses by the floating charge
holder (or, in certain circumstances, the court) pursuant to Buesto 6.48 and 7.111 to 7.106 the
Insolvency Rulef016 In general, the reversal &elLeyland Dafapplies in respect of all liquidations
commenced on or after 6 April 2008. Therefore, floating charge realisations upon the enforcement of the
floating charge security to be granted by the Issuer would be redydkd Bmount of all, or a significant
proportion, of any liquidation expenses.

EU Referendum

On 23 June 2016 the United Kingdom voted to leave the European (thmedEU") in a referendum (the
"Brexit Vote") and on 29 March 2017 the United Kingdom gave formal notice"@hiicle 50 Notice")
under Article 50 of the Treaty on European UnidAr{icle 50") of its intention to leave thiU.

Article 50 provides thatie EU treaties will cease to apply to the United Kingdom two years after the Article

50 Notice unless a withdrawal agreement enters into force earlier or the two year period is extended by
unanimous agreement of the United Kingdom and the European Cduanitie absence of any further
extension to this timeline by the United Kingdom parliament and the European Council, the United
Kingdom will leave theEU on 31 October 2019 at 11pm or an earlier agreed Brexit date.

The terms of the UK's exit from tHeU are unclear andre the subject of continuing negotiatiottsis
possible that the United Kingdom will leave BB with no withdrawal agreement in place if no agreement

can be reached and approved by all relevant parties within the allotted time. If the United Kingdom leaves
the EU with no withdrawal agreement, it is likely that a high degree of political, legalpetiorand other
uncertainty will result.

In addition to the economic and market uncertainty this brings (dagkét uncertainty below) there are
a number of potential risks in relation to an investment in the Notes that Noteholders should consider:

Political uncertainty

The UK is experiencing a period of acute political uncertainty connected to the negotiations with the EU.
Such uncertainty could lead to a high degree of economic and market disruption and legal uncertainty. It
is not possible to ascenahow long this period will last and the impact it will have on the UK in general
and the market, including market value and liquidity, for abaeked securities similar to the Notes in
particular. The Issuer cannot predict when or if political stgbilitil return, or the market conditions
relating to asselbacked securities similar to the Notes at that time.
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Legal uncertainty

A significant proportion of EnglishScots and Northern Iridaw currently derives from or is designed to
operate in concertith European Union law. This is especially trughaflaw relating to financial markets,
financial services, prudential and conduct regulation of financial institutions, bank recovery and resolution,
payment services and systems, settlement finalitykebanfrastructure, and mortgage credit regulation.

The European Union (Withdrawal) Act 2018 (th&/ithdrawal Act") aims to incorporate the EU law
acquisinto UK law the moment before the UK ceases to be a member of the EU, wititehton of

limiting immediate legal change. The Withdrawedt grans the UK Government wide powers to make
secondary legislation in order to, among other things, implement any withdrawal agreement and to adapt
those laws that would otherwise not functisensibly once the UK has left the EU, the whole with minimal
parliamentary scrutiny. The secondary legislation made under those powers would be able to do anything
that could be done by an act of Parliament. Over time, howesed depending on therting and terms

of the UKs exit from the EU significant changes to English law (or, as applicable, Scots law or Northern
Irish law) in areas relevant to the Transaction and the parties to the Transaction are likely. The Issuer
cannot predict what any slu changes will be and how they may affect payments of principal and interest

to the Noteholders.

Regulatory uncertainty

There is significant uncertainty about how financial institutions from the remaining EUEtHE") with
assetqincluding branches) in the UK will be regulated and vice versa. At present, EU single market
regulation allows regulated financial institutions (including credit institutions, investment firms, alternative
investment fund managers, insurance and reinsarandertakings) to benefit from a passporting system

for regulatory authorisations required to conduct their businesses, as well as facilitating mutual rights of
access to important elements of market infrastructure such as payment and settlement Ey$lamss

also the framework for mutual recognition of bank recovery and resolution regimes.

Once the UK ceases to be a Member State of the EU, the current passporting arrangements will cease to be
effective, as will the current mutual rights of accesstarket infrastructure and current arrangements for
mutual recognition of bank recovery and resolution regimes. In addition, the potential change in the
regulatory framework may in the future impact on the eligibility of the Notes as Eurosystem eligible
collateral under the Eurosystem monetary policy framework of the European Central Bank. The ability of
regulated financial institutions to continue to do business between the UK and the EU27 after the UK ceases
to be a Member State of the EU would theretmeesubject to separate arrangements between the UK and

the EU27. Although the UK Government has said thawill be aiming for the freest possible trade in
financial services between the UK and EU Member Stateswhite paper setting out its Brerigotiation
objectives, there can be no assurance that there will be any such arrangements concluded and, if they are
concluded, when and on what terms. Such uncertainty could adversely impact the ability of third parties
who are regulated financial inttions to provide services to the Issuer and the Transaction.

Market uncertainty

Since the Brexit Vote, there has been volatility and disruption of the capital, currency and credit markets,
including the market for assbicked securities. There may betlier volatility and disruption depending
on the conduct and progress of the formal withdrawal negotiations initiated by the Article 50 Notice.

Potential investors should be aware that these prevailing market conditions affectigeksdtsecurities

could lead to reductions in the market value and/or a severe lack of liquidity in the secondary market for
instruments similar to the Notes. Such falls in market value and/or lack of liquidity may result in investors
suffering losses on the Notes in secagd@&sales even if there is no decline in the performance of the
securitised portfolio.

The Issuer cannot predict when these circumstances will change and whether, if and when such
circumstances do change, there would be an increase in the market vabuehemd will be a more liquid
market for the Notes and instruments similar to the Notes at that time.

Counterparty risk

Counterparties on the Transaction may be unable to perform their obligations due to changes in regulation,
including the loss of existg regulatory rights to do cro¢mrder business. Additionally, they may be
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adversely affected by rating actions or volatile and illiquid markets (including currency markets and bank
funding markets) arising from the Brexit Vote, the Article 50 Notice e conduct and progress of the
formal withdrawal negotiations. As a result, there is an increased risk of such counterparties becoming
unable to fulfil their obligations which could have an adverse impatiteinability to provide services to

the Isser and accordingly, on the ability of the Issuer to make payments of interest and repayments of
principal to the NoteholdersSee'Servicing and Third Party Riskabove.

Adverse economic conditions affecting obligors

The uncertainty and market disruptifmlowing the Brexit Vote and the delivery of the Article 50 Notice

may cause investment decisions to be delayed, reduce job security and damage consumer confidence. The
resulting adverse economic conditions may affect obligahengness or ability to raet their obligations,

resulting in increased defaults in the securitised portfolio and may ultimately affect the ability of the Issuer

to pay interest and repay principal to Noteholders.

Rating actions

The Brexit Vote has resulted in downgrades of the sdKereignrating and the Bank of England by
Standard & Pods and by Fitch. Standard & P&andFitch have placed a negative outlook on the UK
sovereign rating and that of the Bank of England, suggesting a strong possibility of further negative rating
action.

The rating of the sovereign affects the ratings of entities operating in its territory, and in particular the
ratings of financial institutions. Further downgrades may cause downgrades to counterparties on the
Transaction meaning that they ceasbdwe the relevant required ratings to fulfil their roles and need to be
replaced. If rating action is widespread, it may become difficult or impossible to replace counterparties on
the Transaction with others who have the required ratings on similes terat all.

Moreover, a more pessimistic economic outlook for the UK in general could lead to increased concerns
around the future performance of the securitised portfolio and accordingly the ability of the Issuer to pay
interest and repay principal to Mdolders and the ratings assigned to the Notes on the Closing Date could
be adversely affected.

While the extent and impact of these issues is unknown, Noteholders should be aware that they could have
an adverse impact on Noteholders and the paymentesést and repayment of principal on the Notes.

The Issuer believes that the risks described above are the principal risks for the Noteholders inherent in the
transaction, but the inability of the Issuer to pay interest, principal or other amounts on or in connection
with the Notes may occur for othezasons. The Issuer does not represent that the above stated risk factors
are exhaustive. The Issuer believes that the structural elements described elsewhere in this Prospectus go
to mitigate a number of these risks for the Noteholders, neverthelessuke ¢annot give any assurance

that those will be sufficient to ensure timely payment of interest, principal or any other amounts on or in
connection with the Notes to Noteholders.

Volcker Rule

The Issuer is of the view that it is not now and, following itsue of the Notes and the application of the
proceeds thereof, will not be'aovered funti as defined in the regulations adopted under Section 13 of the
Bank Holding Company Act of 1956, as amended, commonly known agaoleker Rulé'. Although other
exclusions may be available to the Issuer, this conclusion is based on the exemption from the definition of
"investment compariyin the Investment Company Act of 1940 provided by Section 3(c)(5) thereunder.

European Market Infrastructure Regulation

EMIR came into force on 16 August 201EMIR, as amended by Article 6(2) of the Securitisation
Regulation and the requirements under it impose certain obligations on partleéo the countér
("OTC") derivative contracts including (i) aandatory clearing obligation for certain classes of OTC
derivatives contracts (th&Clearing Obligation"), (ii) a margin posting obligation for OTC derivatives
contracts not subject to clearing (th€ollateral Obligation"), (iii) daily valuation andother risk
mitigation techniques for OTC derivatives contracts not cleared by a central counterparty, and (iv) certain
reporting and recorlleeping requirements.
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Under EMIR, counterparties can blassified as (i) financial counterpartié&Cs') and (ii) norfinancial
counterparties. The latter classification is further split into: (i} irmencial counterparties whose positions,
together with the positions of all other rbbnancial counterparties in itsgroup' (as defined in EMIR), in

OTC derivatives (excluding hedging positions) exceed a specified clearing thréS\BeH'), and (ii)
nonfinancial counterpartieshose positions in OTC derivatives do not exceed attyeo$pecified clearing
threshold ("NFC-"). Whereas FCs and NFC+ entities may be subject to the Clearing Obligation or, to the
extent that the relevant swaps are not subject to clearing, to the Collateral Obligation, such obligations do
not aly in respect of NFEentities.

On the basis that the Issuer currently has the counterparty status gfriéier the Clearing Obligation

nor the Collateral Obligation should apply to it. If the Issueounterparty status as an NFfhiangego

NFC+ a FC (including as a result of any regulatory technical standards or implementing technical
standards published in relation to the Securitsation Reguldtien)certain OTC derivatives contracts that
are entered into by the Issuer may become subjecet@lgaring Obligation or the Collateral Obligation.

In this regard, it should be noted that it is not clear thatrittial Basis HedgeAgreement would be a
relevant type of OTC derivative contract that would be subject to the Clearing Obligation @renthnt
implementing measures made to date.

Notwithstanding the qualifications on application described above, the positionloftibleBasis Hedge
Agreementunder each of the Clearing Obligation and Collateral Obligation is not entirely clearagnd m

be affected by further measures still to be made, regulatory guidance and/or by any inability to rely on an
exemption for any reason.

The Issuer will be required to continually comply with EMIR while it is party to any interest rate swaps,
including aty additional provisions or technical standards which may come into force after the Closing
Date, and this may necessitate amendments tBelevantDocumentsSubject to receipt by the Trustee

of a certificate from (i) the Issuer signed by two directargiip PML as Administrator on behalf of the
Issuercertifying to the Trustee that the amendments requested by the Issuer are to be made solely for the
purpose of enabling the Issuer to satisfy its requirements under EMIR, the Trustee witittéimeconsent

of the Secured Creditors which are a p#otthe Relevant Documents shall, without the consent or sanction

of the Noteholders, thResidualCertificateholders or any of the other Secured Creditors, agree to any
modification to theRelevantDocuments, the Conditions and/or fResidual Certificates Conditierthat

are requested in writing by the Issuer (acting in its own discretion or at the direction of any transaction
party) in order to enable the Issuer to comply with any requirementhwabpply to it under EMIR. The
Conditions of the Notes and tiiesidual Certificates Conditisrrequire this to be done irrespective of
whether such modifications are materially prejudicial to the interests of the Noteholders adspf
Notesor Resdual Certificategin each case save to the extent the Trustee considers that the proposed
modification would constitute a Basic Terms Modificatiofipe Trustee shalhot be obliged to agree to

any modification if it would have the effect of exposing Tiastee to any liability against which it has not

been indemnified and/or secured and/or pre funded to its satisfaction or increasing the obligations or duties,
or decreasing the protections of the Trustee iRiflevantDocuments and/or the Conditionstbé Notes.

U.S. Risk Retention

The final rules implementing the credit risk retention requirements of Section 941 of thé-EoddAct,

codified by Section 15G of the Securities Exchange Act of 1934, as in effect at any time or as otherwise
amended (the&U.S. Risk Retention Rule%), came into effect with respect to RMBS securitisations on 24
December 2015, and with respect to all other asset classes on 24 December 2016, and generally require the
"sponsot of a"securitigtion transactichto retain at least 5 per cent. of theredit risk' of "securitised

assets, as such terms are defined for purposes of that statute, and generally prohibit a sponsor from directly
or indirectly eliminating or reducing its cre@ixposure by hedging or otherwise transferring the credit risk

that the sponsor is required to retain. The U.S. Risk Retention Rules also provide for certain exemptions
from the risk retention obligation that they generally impose.

The Selles, as the spomss under the U.S. Risk Retention Rules, do not intend to retain at least 5 per cent.
of the credit risk of the Notes for the purposes of the U.S. Risk Retention Rules, but rather intend to rely on
an exemption provided for iection20 of the U.S. Risk &ention Rules regarding ndhS. transactions.

Such norU.S. transactions must meet certain requirements, including that (1) the transaction is not required
to be and is not registered under the Securities Act; (2) no more than 10 per cent. of thaldelléor
equivalent amount in the currency in which the ABS interests (as defined in Section 2 of the U.S. Risk
Retention Rules) are issued, as applicable) of all classes of ABS interests (as defined in Section 2 of the
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U.S. Risk Retention Rules) issuadthe securitisation transaction are sold or transferred to U.S. persons

(in each case, as defined in the U.S. Risk Retention Rules or for the account or benefit of U.S. persons (as
defined in the U.S. Risk Retention Rules and referred to in this ProspestRisk Retention U.S.
Persons) ); (3) neither the sponsor nor the issuer of the securitisation transaction is organised under U.S.
law or is a branch located in the United States of alh@ entity; and (4) no merthan 25 per cent. of the
underlying collateral was acquired from a majootyned affiliate or branch of the sponsor or issuer
organised or located in the United States.

Prospective investors should note that the definition of U.S. person in the UkR&ention Rules is
substantially similar to, but not identical to, the definition of U.S. person under Regulation S, and that
persons who are nbt.S. persorsunder Regulation S may be U.S. persons under the U.S. Risk Retention
Rules. The definition ofJ.S. person in the U.S. Risk Retention Rules is excerpted below. Particular
attention should be paid to clauses (b) and (h), which are different to comparable provisions from
Regulation S.

Under the U.S. Risk Retention Rules, and subject to limited d@wmospt'U.S. persoh (and "Risk
Retention U.S. Persob) in this Prospectus means any of the following:

(a) any natural person resident in the United States;

(b) any partnership, corporation, limited liability company, or otheanigation or entity organised
or incorporated under the laws of any State or of the United States;

(c) any estate of which any executor or administrator is a U.S. person (as defined under any other
clause of this definition);

(d) any trust of which any trustee & U.S. person (as defined under any other clause of this
definition);

(e) any agency or branch of a foreign entity located in the United States;

6] any nondiscretionary account or similar account (other than an estate or trust) held by a dealer

or other fiduciay for the benefit or account of a U.S. person (as defined under any other clause
of this definition);

(9) any discretionary account or similar account (other than an estate or trust) held by a dealer or
other fiduciary organised, incorporated, or (if an indirdl) resident in the United States; and

() any partnership, corporation, limited liability company, or other organisation or entity if:
0] organised or incorporated under the laws of any foreign jurisdiction; and
(i) formed by a U.S. person (as defined under ahgrotlause of this definition) principally

for the purpose of investing in securities not registered under the Securities Act.

Each purchaser of Notes, including beneficial interests therein, will be deemed, and in certain circumstances
will be required, ® have made certain representations and agreements, including that it (1) is not a Risk
Retention U.S. Person (unless it has obtained the prior written condeatagforBank), (2) is acquiring

such note or a beneficial interest therein for its own adcand not with a view to distribute such note,

and (3) is not acquiring such note or a beneficial interest therein as part of a scheme to evade the
requirements of the U.S. Risk Retention Rules.

There can be no assurance that the exemption provided $ection20 of the U.S. Risk Retention Rules
regarding noflJ.S. transactions will be available. No assurance can be given as to whether failure by the
sponsor to comply with the U.S. Risk Retention Rules (regardless of the reason for such failure to comply)
may give rise to regulatory action which may adversely affect the Notes or their market value. Furthermore,
the impact of the U.S. Risk Retention Rules on the securitisation market generally is uncertain, and a failure
by the sponsor to comply with the&J.Risk Retention Rules could therefore negatively affect the market
value and secondary market liquidity of the Notes.

None of the Issuer, the Seliethe Trustee, th&rranges, the Joint Lead Manageos any of their respective
affiliates makes any repsentation to any prospective investor or purchaser of the Notes as to whether the
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transaction described in this Prospectus complies with the U.S. Risk Retention Rule€lmsithgeDate
or at any time in the future. Investors should consult their owiseid as to the U.S. Risk Retention Rules.
No predictions can be made as to the precise effects of such matters on any investor or otherwise.

Clearing and Settlement
Euroclear and Clearstream, LuxembourBookEntry Interests

In respect of theGlobal Notesand Global Residual Certificatesnless and until Definitive Noteand
Definitive Residual Certificateare issued in exchange for Bekktry Interests, holders and beneficial
owners of BookEntry Interests will not be considered the legaheve or holders of theelevant classes

of Notesand Residual Certificatesder the Trust Deed. After payment to the Principal Paying Agent, the
Issuer will not have responsibility or liability for the payment of interest, principal or other amounts in
respect of the Note®ther than the Class S VFN) and Residual Certificetdsuroclear or Clearstream,
Luxembourg or to holders or beneficial owners of B&olry Interests.

A nominee of the Common Depositamill be considered theegistered holder of thNotegother than the
Class A Notes the Class A2 Noteand the Class S VFNInd Residual Certificates shown in the records
of Euroclear or Clearstream, Luxembourg and will be the sole legal NoteholdeResidual
Certificateholdeof eachGlobal Not (other than in respect of the Class Wotesand the Class A2 Notes
or Global Residual Certificatender the Trust Deed while the Notes (other thanClass A Notesand the
Class A2 Notesand Residual Certificatese represented aGlobal NoteandGlobal Residual Certificate
A nominee of the Common Safekeeper will be considered the registetknt bfthe Class A Notesand
the Class A2 Noteand will be the sole legal Noteholder of each Global Note in respédice lass A
Notesand the Clas#2 Notesunder the Trust Deed whitee Class A Notesand the Class A2 Notese
represented by a Global Note. Accordingly, each person owning aBuok Interest must rely on the
relevant procedures of Euroclear and Clearstream, Luxembourg anch ibstson is not a participant in
such entities, on the procedures of the participant through which such person owns its interest, to exercise
any right of a Noteholder under the Trust DeEge Class S VFN will not be cleared.

Unlike Noteholdersaand Residal Certificateholdersholders of the BooEntry Interests will not have the

right under the Trust Deed to act upon solicitations by or on behalf of the Issuer for consents or requests by
or on behalf of the Issuer for waivers or other actions from Nétehwand Residual Certificateholders
Instead, a holder of Boekntry Interests will be permitted to act only to the extent it has received
appropriate proxies to do so from Euroclear or Clearstream, Luxembourg (as the case may be) and, if
applicable, tkir participants. There can be no assurance that procedures implemented for the granting of
such proxies will be sufficient to enable holders of B&oiry Interests to vote on any requested actions

on a timely basis. Similarly, upon the occurrence oEaant of Default under the Notes Residual
Certificates holders of Bookentry Interests will be restricted to acting through Euroclear and Clearstream,
Luxembourg unless and until Definitive Notsd Definitive Certificateare issued in accordance with the
relevant provisions described herein in the sectititled"Terms and Conditions of the Ndtesd"Terms

and Conditions of the Residual CertificdtesThere can be no assurance that the procedures to be
implemented by Euroclear and Clearstream, Luxembourg under such circumstances will be adequate to
ersure the timely exercise of remedies under the Trust Deed.

Although Euroclear and Clearstream, Luxembourg have agreed to certain procedures to facilitate transfers
of Book-Entry Interests among account holders of Euroclear and Clearstream, Luxembouage tineger

no obligation to perform or continue to perform such procedures, and such procedures may be discontinued
at any time. None of the Issuer, the Trustee, any Paying Agent, the Registrar or any of their agents will
have any responsibility for theedformance by Euroclear or Clearstream, Luxembourg or their respective
participants or account holders of their respective obligations under the rules and procedures governing
their operations.

Lack of physical form
The lack of Notes in physical form coutdso make it difficult for a Noteholder to pledge such Notes if
Notes in physical form are required by the party demanding the pledge and could hinder the ability of the

Noteholder to resell such Notes because some investors may be unwilling to buyhdbt® not in
physical form.
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Certain transfers of Notes or interests therein may only be effected in accordance with, and subject to,
certain transfer restrictions and certification requirements and in accordance with the rules and regulations
of any apficable clearing system.

Change of Law

The structure of the Notes and the ratings which are to be assignedRad¢hblotes are based on English

law, and tax, regulatory and administrative practice in effect as at the date of this Prospectus. Neassuran
can be given as to the impact of any possible changes to English law or administrative practice (including
in relation to tax) in the United Kingdom after the date of this Prospectus, nor can any assurance be given
as to whether any such change couldessely affect the ability of the Issuer to make payments under the
Notes.

Withholding Tax under the Notes

Provided that the Notes (other than the Class S VFN) are and continutligidukon a recognised stock
exchange (within the meaning of section @B of the Income Tax Act 2007), as at the date of this
Prospectus no withholding or deduction for or on account of United Kingdom income tax will be required
on payments of interest on the Notes (other than the Class S VFN). However, there can be mmzeassura
that the law in this area will not change during the life of the Notes.

In the event that withholding taxes are imposed by or in any jurisdiction in respect of payments to
Noteholders of amounts due pursuant to the Notes, neither the Issuer nor iagyAe@nt (as defined in

the Conditions of the Notes) nor any other person is obliged to gross up or otherwise compensate
Noteholders for the lesser amounts the Noteholders will receive as a result of the imposition of such
withholding taxesHowever, in sich circumstances, the Issuer may, in accordance with Con8ijn
(Redemption for Taxation or Other Reaspafsthe Notes, redeem all (but reime only) of the Notes.

The applicability of any withholding or deduction for or on account of United Kingdom tax on payments
of interest on the Notes is discussed further uhdeited Kingdom Taxatidhbelow.

Securitisation Company Tax Regime

The Issuerhas been advised that it should fall within the UK permanent regime for the taxation of
securitisation companies (as introduced by the Taxation of Securitisation Companies Regulations 2006 Sl
2006/3294as amended}the"Taxation of Securitisation Companées Regulation$)), and as such should

be taxed only on the amount of retainedprofit (as that term is defined in tieaxation of Securitisation
Companies Regulatiopsvhich it is entitled to retai under the Relevant Documerits so long as it
satisfies the conditions of theaxation of Securitisation Companies Regulatidngestors should note,
however, that th@axation of Securitisation Companies Regulatiars in short form and advisers rely
significantly upon guidance from the United Kingdertax authorities when advising on the scope and
operation of th@ axation of Securitisation Companies Regulatieamsluding as to whether a company falls
within the regime. If the Issuer does not $absequently does not) satisfy the conditions offdpeation

of Securitisation Companies Regulatiptteen depending on the accounting treatment, the Isqurefits

or losses for tax purposes might be different from its cash position and there migtiskef the Issuer
incurring unfunded tax liabilitieaot contemplated in the cash flows for the transaction described in this
Prospectus For example, the interest paid on the Notes could be disallowed for United Kingdom
corporation tax purposes whiclowdd cause a significant divergence between the cash profits and the
taxable profits in the Issuer. Any unforeseen taxable profits in the Issuer could have an adverse affect on
its ability to make payments to Noteholdersd may result in investors receigi less principal and/or
interest than expected

EU financial transaction tax

On 14 February 2013, the European Commission issued proposals, including a draft Directive (the
"Commissioris Proposals), for a financialtransaction tax"¢TT") to be adopted in certain participating

EU member states (including Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal,
Slovenia and Slovakia). However, Estonia has since stated that it wilarimigmate. If these proposals

were adopted in their current form, the FTT would be a tax primarilYfinancial institution$ (which

would include the Issuer) in relation téinancial transactioris(which would include the conclusion or
modification ofderivative contracts and the purchase and sale of financial instruments).
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Under the Commissids Proposals, the FTT would apply to persons both within and outside of the
participating member states. Generally, it would apply where at least one pafiyaecial institution,

and at least one party is established in a participating member state. A financial institution may be, or be
deemed to bé'establishedin a participating member state in a broad range of circumstances, including
(a) by transactingvith a person established in a participating member state or (b) where the financial
instrument which is subject to the financial transaction is issued in a participating member state.

If the FTT is adopted based on the Commissi®noposals, then it maperate in a manner giving rise to

tax liabilities for the Issuer with respect to certain transactions (including concluding swap transactions
and/or purchases or sales of securities (such as authorised investifiémesgpnditions for a charge to
ariseare satisfied Any such liabilities may reduce amounts available to the Issuer to meet its obligations
under the Notes and may result in investors receiving less inter@st principal than expected. To the
extent that such liabilities may arise atime when winding up proceedings have been commenced in
respect of the Issuer, such liabilities may be regarded as an expense of the liquidation and, as such, be
payable out of the floating charge assets of the Issuer (and its general estate) intpribetglaims of
Noteholders and other secured creditors. It should also be noted that the FTT could be payable in relation
to relevant transactions by investors in respect of the Notes (including secondary market transactions) if the
conditions for a cha@e to arise are satisfie®rimary market transactions referred to in Article 5(c) of
Regulation (EC) No. 1287/2006 are expected to be exempt.

The FTT proposal remains subject to negotiation between participating member states. Additional EU
member statemay decide to participate. It may therefore be altered prior to any implementation, the timing
of which remains unclear. Prospective holders of the Notes are advised to seek their own pradesgienal

in relation to the FTT.

European Securitisation Ragations

On 1 January 2019he Securitisation Regulaticand the associatd@egulation(EU) 2017/2401, which
amends certain provisions of Regulation (EU) No 575/2013 as it relates to securitisatio@RfRe "
Amendment Regulatiorf, together with the Securitisation Regulation, theEU Securitisation
Regulations') began to apply to any securitisations issued from that date, subject to various transitional
provisions. The EU Securitisation Regidats implement the revised securitisation framework developed
by the Basel Committegvith adjustments)as well as revised risk retention and transparency requirements
(now imposed variously on the issuer, originator, sponsor and/or original lendeeafiritisation) and

new due diligence requirements imposed on certain institutitldakgulatednvestors in a securitisation.

It also introduced a ban on the securitisation of residential mortgage loans made after 20 March 2014 and
that weremarketed andnderwritten on the premise that the loan applicaahgmtermediaries were made
aware that the information provided by the loan applicant might not be verified by the lender. In general,
the requirements imposed under the EU Securitisation Regulaiensiore onerous and have a wider
scope than those imposed under the previous legislation.

In relation to due diligence requirements described above, the Securitisation Regulation requires that, prior
to holding a securitisation position, the EU institaibinvestors are required to verify the matters required

by Article 5(1) of the Securitisation Regulation and to conduct a due diligence assessment in accordance
with Article 5(2) in addition to any other regulatory requirements applicable to them sfibateto their
investment in the Notes.

With respect to the commitment BFPLCto retain a material net economic interest in the securitisation
and with respect to the information to be made availabRABLC(or by the Issuefas the entity designated
responsible for complianaeder Article 7(2) of the Securitisation Regulation, on PFLPC's Bep&fse

see the statements set outiRegulatory initiatives may result in increased regulatory capital requirements
and/or decreaed liquidity in respect of the Notes

In relation to the due diligence requirements for institutional investors that are set out in Article 5 of the
Securitisation Regulation, any prospective investor to which these requirements apply should make
themséves aware of such requirements and should ensure that the requirements which need to be satisfied
prior to holding a securitisation position have been complied with prior to an investment in the Notes by
such investor. In addition any such investor shaudure that it will be able to comply with the ongoing
requirements of Article 5 in relation to an investment in the Nd®etevant investors are required to
independently assess and determine the sufficiency of the information described above fpothesmf
complying with any relevant requirements and none of the Ishakrranges, the Joint Lead Managsy
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the Selles or any of the other transaction parties makes any representation that the info(meltimiing
without limitation any investoreport or loan level data that is published in relation to the Ndé&=sgyibed

above or any other information that will be provided to investors in relation to the Notes, is sufficient in
all circumstances for such purposes. Investors should note thaedoirements of Article 5 apply in
addition to any other applicable regulatory requirements applying to such investor in relation to an
investment in the Notes.

Various parties to théransactionset out in this Prospectwse subject to the requirements of thg
Securitisation Regulatien Although the Issuennderstandshat thetransactiorset out in this Prospectus

is in compliance with theurrentrequirements of th&U Securitisation Regulatienas discussed below

there is at present some uncertainty in relation to some of these requirements, including in particular with
regard to the transparency obligations imposed under Article 7 of the Securitisation Regulation.

With regard to the transparency requirements sefroétrticle 7 of the Securitisation Regulation, the
relevant regulatory technical standards, including the standardised templates to be developed by ESMA to
fulfil these requirements (theeSMA Disclosure Template$) have not as yet been adopt&the timing

for finalisation by the relevant authorities remains uncléar.a result, the Securitisation Regulation
transitional provisions will apply, which require that the disclosure templates prescribed under the
Delegded Regulation (EU) No 2015/3 (th€RA3") are to be used until the new regulatory technical
standards have been published and the ESMA Disclosure Templates begin to apply.

Furthermore, in a statement issued on 30 November 2018, the Joint tBmarohihe European Supervisory
Authorities noted the operational difficulties of compliance with Eid Securitisation Regulation
disclosure obligations using the CRA3 templates for some entities and indicated that national competent
authorities shouldenerally apply their supervisory powers in their-tiaglay supervision and enforcement

of applicable legislation in a proportionate and Hislsed manner.

Notwithstanding the above, the Issuer has adopted the CRA3 temmtatdmelieves, that as at thatel

hereof, it has taken reasonable steps to comply with the requirements of Article 7 of the Securitsation
Regulation However, it notes the general market uncertainty on this point and also the uncertainty with
respect to the contents and timing of tHdigations to be imposed by regulatory technical standards
containing the ESMA Disclosure Templates when they eventually begin to apply, and the further
uncertainty as to the existence and (if they are made) contents of any further transitional priovisgons
included in thoseegulatory technical standard=urthermorethe Issuer is not registered with the FCA and

it is not yet clear how the FCA (as the competent authority in the UK) intends to monitor and enforce
compliance.

The Sellershave not, as athe date of this Prospectus, made an STS notification (as defined in the EU
Securitisation Regulation) to ESMér any other competent authoriyd the transaction set out in this
Prospectus is not expected to appear on the list of STS Securitisatidnlislest! and maintained by ESMA.

Investors should consider the consequence from a regulatory perspective of the Notes not being considered
a STS securitisation, including (but not limited to) that the lack of such designation may negatively affect
the reglatory position of the Notes and, in addition, have a negative effect on tkeapd liquidity of the

Notes in the secondary market.
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TRANSACTION OVERVIEW 1 SUMMARY OF THE TERMS AND CONDITIONS OF THE
NOTES AND RESIDUAL CERTIF ICATES

The information set out below is an overview of various aspects of the transaction. This overview does not

purport to be complete and should be read in conjunction with, and is qualified in its entirety by references
to, the dediled information presented elsewhere in this Prospectus.
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Initial Principal
Amount

Note Credit
Enhancement
Features

FULL CAPITAL STRUCTURE OF THE NOTES

RCla RC1b RC2a RC2b
Residual Residual Residual Residual
Class Al Class A2 Class B Class C Class D Class Z Class S Class S VFN Certificates Certificates Certificates Certificates
£383,489,000 £151,540,000 £24,741,000 £18,555,000 £20,102,000 £20,105,000 £10,177,000 £9,477,658 N/A N/A N/A N/A
Excess Available Excess Available Excess Available Excess Available Excess Available Excess Available Excess Available Excess N/A N/A N/A N/A
Revenue Revenue Revenue Revenue Revenue Revenue, Revenue, Available
availability of availability of availability of availability of availability of availability of availability of Revenue,
General Reserve General Reserve General Reserve General Reserve General Reserve General Reserve General Reserve availability of
Fund Excess Fund Excess Fund Excess Fund Excess Fund Excess Fund Excess Fund Excess General
Amounts and Amounts and Amounts and Amounts and Amounts and Amounts and Amounts and  Reserve Fund
Class A and Class A and Class A and Class A and Class A and Class A and Class A and Excess
Class B Class B Class B Class B Class B Class B Class B Amounts and
Liquidity Liquidity Liquidity Liquidity Liquidity Liquidity Liquidity Class A and
Reserve Fund Reserve Futh Reserve Fund Reserve Fond Reserve Fund Reserve Fund Reserve Fund Class B
ExcessAmounts, Excess Amounts Excess Amounts Excess Amounts Excess Amounts Excess Amounts Excess Amounts  Liquidity
subordination of subordination of subordination of subordination of subordination of subordination of subordination of Reserve Fund
Class B Notes, Class B Notes, Class C Notes, the Class D the Class Z the Class S  the Class S VFN Excess
Class C Notes, Class C Notes, the Class D Notes, the Class Notes, the Class Notes and the Amounts
the Class D the Class D Notes, the Class  Z Notes, the S Notes and the  Class S VFN
Notes, the Class Notes, the Class  Z Notes, the Class S Notes Class S VFN
Z Notes, the Z Notes, the Class S Notes  and the Class S

Class S Notes
and the Class S
VFN

Class S Notes
and the Class S
VFN

and the Class S
VFN

VEN
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RC1la RC1b RC2a RC2b
Residual Residual Residual Residual
Class Al Class A2 Class B Class C Class D Class Z Class S Class S VFN Certificates Certificates Certificates Certificates
Liquidity Mortgage Mortgage Mortgage Mortgage Mortgage Mortgage Mortgage Mortgage N/A N/A N/A N/A
Support Margin Reserve Margin Reserve Margin Reserve Margin Reserve Margin Reserve Margin Reserve Margin Reserve Margin
Features Fund, Fund, Fund, Fund, Fund, Fund, Fund, Reserve Fund,
Conversion Conversion Conversion Conversion Conversion Conversion Conversion Conversion
Margin Reserve Margin Reserve Margin Reserve Margin Reserve Margin Reserve Margin Reserve Margin Reserve Margin
Fund, Available Fund, Availabé  Fund, Available Fund,amounts  Fund,Amounts Fund Fund Reserve Fund
Redemption Redemption Redemption credited to the  credited to the
Receiptsapplied Receipts applied Receipts applied General Reserve General Reserve
as Principal as Principal as Principal Fund(subjectto Fund(subject to
Addition Addition Addition conditions as se! conditions as sel
Amounts to Amounts to Amounts to out in"Overview out in"Overview
provide for any  provide for any  provide for any of Credit of Credit
Senior Expenses Senior Expenses Senior Expenses  Structure and Structure and
Deficit and the  Deficit and the  Deficit and the Cashflow Cashflow
amounts creditec amounts creditec amounts creditec Potential Interest Potential Inteest
tothe Class A tothe Class A  to the Class A Shortfall’) Shortfall’)
and Class B and Class B and Class B
Liquidity Liquidity Liquidity
Reserve Fund  Reserve Fund  Reserve Fund
and the General and the General and the General
Reserve Fund  Reserve Fund  Reserve Fund
(subject to
conditions as ge
out in"Overview
of Credit
Structure and
Cashflow
Potential Interest
Shortfall’)
Issue Price 100% 100% 100% 100% 100% 100% 100% 100% N/A N/A N/A N/A
Referencelndex Compounded Compounded Compounded Compounded Compounded Compounded Compounded  Compounded N/A N/A N/A N/A
Daily SONIA Daily SONIA Daily SONIA Daily SONIA Daily SONIA Daily SONIA Daily SONIA Daily SONIA
Initial Margin Up to and Up to and Up to and Up to and Up to and 3.60% per 4.00% per 4.00% per N/A N/A N/A N/A
excluding the excluding the excluding the excluding the excluding the annum annum annum

Step Up Date,
1.0%% per
annum

Step Up Date,
1.20% per
annum

Step Up Date,
2.29%6 per
annum

Step Up Date,
1.90% per
annum

Step Up Date,
2.60% per
annum
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Step-Up Margin

Interest Accrual

Interest
Determination
Date

Interest
Payment Dates

Business Day
Convention

First Interest
Payment Date

First Interest
Period

Step-Up Date

Principal
Determination
Date

Pre-
Enforcement
Redemption
Profile

RC1la RC1b RC2a RC2b
Residual Residual Residual Residual
Class Al Class A2 Class B Class C Class D Class Z Class S Class S VFN Certificates Certificates Certificates Certificates
From and From and From and From and From and N/A N/A N/A N/A N/A N/A N/A
including the including the including the including the including the
Step Up Date,  Step Up Date,  Step Up Date,  Step Up Date,  Step Up Date,
1.57%% per 1.80% per 2.8%% per 3.29% per 3.60% per
annum annum annum annum annum
ACTI/365 (fixed) ACT/365 (fixed) ACT/365 (fixed) ACT/365 (fixed) ACT/365 (fixed) ACT/365 (fixed) ACT/365 (fixed) ACT/365 N/A N/A N/A N/A
(fixed)
Interest will be determined eafifth Banking Day before the Interest Payment Date for whichrttegestrate will apply N/A N/A N/A N/A
Interest will be payable quarterly in arrear on the Interest Payment Date éalmgaround the 15day of August, November, February and May N/A N/A N/A N/A
commencing on the First Interest Payment Date.
Following Following Following Following Following Following Following Following N/A N/A N/A N/A
15November2019 N/A N/A N/A N/A
The period fronthe Closing Datéo, but excluding, 15lovember2019 N/A N/A N/A N/A
15August 2024 15August 2024 15August 2024 15August 2024 15 August 2024 N/A N/A N/A N/A N/A N/A N/A
If the call option is exercised on the Stdp Date or any Interest Payment Date thereafter, the Notes will be redeemed in full on such date. Please refer t& (Redéiption and Purchgse
Last Business Day of July, October, January and April N/A N/A N/A N/A
Sequential pass through redemption by seniority of the NoteaanInterest Payment Date in each case to the extent of Available Redemption | N/A N/A N/A N/A

subject to and in accordance with the Principal Priority of Payments.

Following the StegUp Date, Available Redemption Funds shall include the Additional Available Redentpinds subject to and in accordance with
Revenue Priority of Payments.

If the call option is exercised on the Step Up Date or any Interest Payment Date thereafter, the Notes will be reddleoneslichfdate. Please refer
Condition 5 Redempbn and Purchase

-52-



RCla RC1b RC2a RC2b

Residual Residual Residual Residual
Class Al Class A2 Class B Class C Class D Class Z Class S Class S VFN Certificates Certificates Certificates Certificates

Post Sequential pass through redemption by seniority of the Notes in accordance with the Enforcement Priority of PaymemefeRig@3ashflows and N/A N/A N/A N/A
Enforcement Cash Managemeht
Redemption
Profile
Other Early Tax Call/Clearup Call. Please refer to Conditidh(Redemption and Purchgsk N/A N/A N/A N/A
Redemption in
Full Events
Final Maturity The Interest The Interest The Interest The Interest The Interest The Interest The Interest The Interest N/A N/A N/A N/A
Date Payment Date  Payment Date  Payment Date = Payment Date Payment Date Payment Date = Payment Date Payment Date

falling in May falling in May falling in May falling in May falling in May falling in May falling inMay  falling in May

2045 2045 2045 2045 2045 2045 2045 2045

Form of the Registered Notes Registered Note: Registered Notes Registered Note: Registered Note: Registered Note: Registered Notes  Registered Registered Registered Registered Registered
Notes and Notes Residual Residual Residual Residual
Residual Certificates Certificates Certificates Certificates
Certificates
Application for London London London London London London London N/A N/A N/A N/A N/A
Listing
ISIN XS1938530646 XS1938530729 XS1938531024 XS1938531370 XS1938531701 XS1938532006 XS1938532261 N/A XS1940985291 XS1940986265 XS1940987230 XS1940987404
Common Code 193853064 193853072 193853102 193853137 193853170 193853200 193853226 N/A 194098529 194098626 194098723 194098740
Clearance/ Euroclear / Euroclear / Euroclear / Euroclear / Euroclear / Euroclear / Euroclear / N/A Euroclear / Euroclear / Euroclear / Euroclear /
Settlement Clearstream, Clearstream, Clearstream, Clearstream, Clearstream, Clearstream, Clearstream, Clearstream, Clearstream, Clearstream, Clearstream,

Luxembourg Luxembourg Luxembourg Luxembourg Luxembourg Luxembourg Luxembourg Luxembourg Luxembourg Luxembourg Luxembourg
Minimum £100,000 £100,000 £100,000 £100,000 £100,000 £100,000 £100,000 £100,000 N/A N/A N/A N/A
Denomination
Minimum £1,000 £1,000 £1,000 £1,000 £1,000 £1,000 £1,000 £1 N/A N/A N/A N/A
Incremental
Denominations
Regulation Reg S Reg S Reg S Reg S Reg S Reg S Reg S Reg S N/A N/A N/A N/A

1 From the StefiJp Date, théPortfolio OptionHolder has the right to exercise a purchase option in relation to the Mortgage Portfolio, which would esakip rademption of the Notes.
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OVERVIEW OF THE TERM S AND CONDITIONS OF THE NOTES AND RESIDUAL
CERTIFICATES

See the section entitlé@erms and Conditions of the Notdsr further information in respect of the terms
of the Notes.

Ranking of Payments of On the Closing Date, the Issuer will issue the following classes of M
Interest: under the Trust Deed:

(a) Class A Mortgage Backed Floating Rate Notesed045
(the"Class Al Notes');

(b) Class & Mortgage Backed Floating Rate Notes A5
(the "Class A2 Notes') (and the Class Al Notesygether
with the Class A2 Notegrethe"Class A Notes');

(c) Class B Mortgage Backed Floating Rate Notes245(the
"Class B Noteb);

(d) Class C Mortgage Backed Floating Rate Notesa4b(the
"Class C Noteb);

(e) Class D Mortgage Backdéloating Rate Notes dugd45(the
"Class D Noteb);

® Class Z Mortgage Backed Floating Rate Notes2045(the
"Class Z Noteb);

(9) Class S Mortgage Backed Floating Rate Notes24é (the
"Class S Note¥); and

(h) Class S Variable Funding Note dug045 (the "Class S
VEN");

and together, the ClasslANotes,the Class A2 Noteghe Class B
Notes, the Class C Notes and the Class D Notes at&#ted Notes.
The Rated Notes together with the Class Z Notes, the Class S Not:
the Class S VFN, thée'Notes' and the holders thereof, tr
"Noteholders'.

Payments of interest on the Clasdiétes,the Class B Notes, the Cla:
C Notes, the Class D Notes, the Class Z Notes, the Class S Not
the Class S VFN will be made 8equential Ordeas described belaw

Payments of interest on tkdass AINotesand the Class A2 Notesll
rankpro rataandpari passuand rateably amongachother.

The Notes within each class will raqko rata and pari passuand
rateably among themselves at all times in respect of paymen
interest to be made to such individual class.

Residual Certificates in the same class rpak passuand rateably
without any preference or priority among themselves in their rigt
receive Residual Payments.

"Sequential Order' means:
(a) in respect of payments of interest under the Notes:
0] first, to the Class ANotesand the Class A2 Notes

(i) secongto the Class B Notes;
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Ranking of Payments of
Principal:

(iii) third, to the Class C Notes;

(iv) fourth, to the Class D Notes;
(v) fifth, to the Class Z Notes;

(vi) sixth, to the Class S Notes; and

(vii) seventhto the Class S VFN.

(b) in respect of payments of principal under the Notes:
0) first, to the Class ANotes;
(i) secongto the Class A2 Notes,

(iii) third, to the Class B Notes

(iv) fourth, to the Class C Notes

(v) fifth, to the Clas® Notes;

(vi) sixth, to the ClasZ Notes;

(vii) seventhto the Clas§ Notes; and
(viii) eighth to the Class ¥FN.

The RCla Residual Certificates ramto rata andpari passuwithout

preference or priority among themselves in relation to RCla Payr
at all times, the RC1b Residual Certificates narikrataandpari passu
without preference or priority among themselves in relation to R
Payments at all timeand are subordinated to all payments due
respect of the Noteshe RC2a Residual Certificates rgmio rataand

pari passuwithout preference or priority amongeimselves in relatior
to RC2a Payments at all times and the RC2b Residual Certificate:
pro rata and pari passu without preference or priority amon
themselves in relation to RC2b Payments at all times, and
subordinate to all payments due in resppddhe Notes.

Payments of principal on the Clas4 Notes,the Class A2 Noteshe

Class B Notes, the Class C Notes, the Class D Notes, the Class Z
the Class S Notes and the Class S VFN will be made in Sequ@irtex
provided thatat any time (prior to the Stddp Date) the Class S Note
and the Class S VFN mag bedeemed prior to the Class Notes,the

Class A2 Notedhe Class B Notes, the Class C Notes, the Class D M
and the Class Z Notes, as principalthe Class S Notes and the Cl:
S VFNmay berepaid through the Revenue PrioritiPayments.

Prior to the service of an Enforcement Notice, the Class Al i
the Class A2 Notesankpro rataandpari passuwithout preference ol
priority among themselves in relation to paymentiatierest as
provided in the Conditions and tRelevant Documenst The Class AZ
Notes rankpro rata and pari passuwithout preference or priority
among themselves in relation toyp@ent of principal, but subordinat
to the Class Al Notes, as provided in the Conditions an&éhevant
Documens.

Following the service of an Enforcement Notice, the Class A1 N
and the Class A2 Notes rapko rataandpari passuwithout preference
or priority among themselves in relation to payment of princgval
interest as provided in the Conditions and fRelevant Documest
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Residual Certificates:

Security:

The Notes within each class of Notes will rapéri passuamong
themselves at all times in respect of payments of principal to be |
to such class.

In respect of each class of Notes the amount of principal, if an
allocated to that class shall be allocated to each Note in thatpetas
rata to the Princial Liability Outstanding of each such Note in tF
class, provided always that the amount so allocated shall not exce
Principal Liability Outstanding of the relevant Note.

For a more detailed overview of the Payments Priorities, see
sections entitledTransaction OverviewOverview of Credit Structure
and Cashflow Overview of Payments Prioritieor "Cashflows and
Cash Managemeht

On theClosing Date, the Issuer will also issue to: (a) PML the Rt
Residual Certificates and RC2a Residual Certificates; and (b) Pa
Bank the RC1b Residual Certificates and RC2b Residual Certific
in each case under the Trust Deed representing thetoigbteive the
RCla Payments, the RC2a Payments, the RC1lb Payments a
RC2b Payments respectively, by way of deferred consideration fc
Issuels purchase of the Mortgage Portfolio.

The Notesand the Residual Certificatase secured ahshare the sam
Security together with other Secured Amounts of the lIssue
accordance with the Deed of Charge as described in further detail
section entitled Security for the Noté€s The security granted by th
Issuer includes:

(a) a first fixed subcharge over the benefif the Issuer in the
Mortgages;
(b) an assignment by way of security of all right, title, inter

and benefit of the Issuer in certain insurance policies rele
to the Mortgages;

(c) an assignment by way of security of thenefit under eact
Relevant Document;

(d) an assignment by way of security af monies standing tc
the credit of the Transaction Accouwrtd any other accour
of the Issuer

(e) afirst fixed charge oveany Authorised Investments aady
otherinvestmens ofthe Issuerand

® a floating charge with full title guarantee over the Issu
whole undertaking and all of its property, assets and ri
whatsoever other than those subject to a fixed charg
assignment.

Some of the other Secured Amounts rankiae to the Issués
obligations under the Notesd the Residual Certificatés respect of
the allocation of proceeds as set out in the Enforcement Priori
Payments.

On or about the Closing Dat@) PML asSeller will enter into th©ML

Collection Account Declaration of Trust under whieklL will declare
that all direct debit payments made by Borrowers under the Mortg
and all redemption moneys, cheque payments and moneys recove
the sale of the rel@nt Properties following enforcement of ai
Mortgages and certain other sums in respect of the Mortgages \
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Interest payable on the
Notes:

Withholding Tax:

Redemption:

are credited to th®ML Collection Account are held on trust for ti
Issuer until they are apptiein the manner described above; and

Paragm Bank as Seller will enter into the PB Collection Accol
Declaration of Trust under which Paragon Bank will declare tha
direct debit payments made by Borrowers under the Mortgages a
redemption moneys, cheque payments and moneys recovered

sale of the relevant Properties following enforcement of any Mortg
and certain other sums in respect of the Mortgages which are cre
to the PB Collection Account are held on trust for the Issuer until

are applied in the manner described abov

The interest rate applicable to each class of Notes is described
sections entitledFull Capital Structure of the Notésand Conditiord
(Interes).

From and intuding the StegJp Date, the margin due and payable
each class ofotes (other than the Class Z Ngtdg Class S Notes
and the Class S VFNshall increase, as described in Conditibr
(Interes). Interestdue and payable on eaclass of Notes (other tha
payments of any Normal Interest on tde@st Senior Class of Notgs
may be deferred in accordance with Condidgiinteresj.

None of the Issuer, the Trustee or any Agemany other persowill
be obliged to gross up payments to the Noteholders if there is
withholding or deductiomequired by lawfor or on account of taxes
duties, assessments or governmental charges of whatever finatar
any payments made to the Noteholders.

The Notes are subject to the following optional or manda
redemption events:

@ on each Interest Payment Date mandatory redemption ir
of the Noteson such Interest Payment Date subject
availability of Available Redemption Fund@ncluding,
following the StepUp Date, Additional Available
Redemption Funds)as fully set out inCondition 5(a)
(Mandatory Redemption in Part from Available Redempt
Funds;

(b) optional redemptionin whole exercisable by the Issuer fc
tax reasons, as fully set out in Conditib(c) (Redemption for
Taxation or OtheReasong

(©) optional redemptiorin whole exercisable on any Intere:
Payment Date on or after the Stejp Date, as fully set ou
in Condition5(d) (Optional Redemption in Fyll

(d) optional redemption invhole exercisable by the Issuer ¢
any Interest Payment Date where the Principal Liabi
Outstanding of all the Notes on the relatetbrest Paymen
Date is less than 10 per cent. of the aggregate Initial Prin
Amount of the Notes as at the Closing Date fully set out
in Condition5(d) (Optional Redemption in Fyll

(e) mandatory redemption in whole on the Final Maturity Dz
as fully set out in @ndition 5(f) (Redemption on Maturi}y
and

® mandatory redemption invhole pursuant to a Portfolic

Purchase, as fully set out in Conditi&e) (Mandatory
Redemption in full pursuant to a Portfolio Purchpse
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Event of Default:

Limited Recourse:

Governing Law:

In the caseof optional or mandatorgedemption pursuant t) to (f)
above, each Note redeemed will be redeemed in an amount equal
Principal Liability Outstanding of the relevant Note together with
accrued (and unpaid) interest. Redemption in the case of the
(other thanthe Class Al Noteand the Class 2 Note$ will include
amounts of Additional Interest" which is interest on Deferred Intere
but not capitalised up to (but excluding) the date of redemption.

As fully set out in Condition9 (Events of Defaujtand Residual
Certificates Conditio8 (Events of Defaulf which broadly includes:

A nonpayment by the Issuer of principal in respect of Must
Senior Class of Notesithin 7 days following the due date;

A nonpayment by the Issuer of any interest amoaptesenting
Normal Interesbn theMost Senior Class of Notasithin 15
days following the due date;

A breach of contractual obligations by the Issuer under
Relevant Documents which is materially prejudicial to
interests of the holders of théost Senior Class of Notger

A an Issuer Insolvency Event.

On and following delivery of an EnforcemieNotice, each Note sha
become immediately due and repayable at their/its Principal Liat
Outstanding together with all accrued interest.

All the Notes are ultimately limited recourse obligations of the Is
and, if the Issuer has insufficient funds to pay amounts in full, amc
outstanding will cease to be due and payable as described in more
in Condition10 (Enforcement and Limited Recouyse

The Residual Certificateholders are only entitled to funds which
available to the Issuer in accordance with #pplicable Payment
Priorities and therefore the Residual Certificates are limited recc
obligations of the Issuer.

English law.
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OVERVIEW OF RIGHTS OF NOTEHOLDERS AND RESIDUAL CERTIFICATEHOLDERS

See the sections entitléderms and Conditions of the Ndtesnd "Terms and Conditions of th
Residual Certificatg' for further detail in respect of the rights of Noteholdeights of the Residua
Certificateholdersonditions for exercising such righind relationship with other Secured Credito

Prior to an Event of
Default:

Following an Event of
Default:

Noteholdersand Residual
Certificateholders meeting
provisions:

Noteholders holding not less than 10 per cent. of the aggregate Pri
Amount Outstanding of the Notes then outstanding of the relevant
or, as applicable, Residual Certifiehblders holding not less thaf :
per cent. of the number of Residual tferates then in issuare entitled
to request the Trustee to hold a Meeting, subject to the Trustee
indemnified and/or secured and/or prefunded to its satisfac
Noteholders of each Class are also entitled to participate in a Me
convened P the Issuer or Trustee to consider any matter affecting-
interests.

If an Event of Default occurs and is continuing, the holders of not
than 25 per cent. of the aggregate of the Principal Amount Outstal
of the Most Senior Class of Notes (or, provided that the Notes have
redeemed in full, the holders of not less than 25 per cent. in numt
the Residual Certificates) may by written notice or an Extraordil
Resolution direct the Trustee to give an Eoémnent Notice to the
Issuer pursuant to which (in the case of an Extraordinary Resoluti
the Most Senior Class of Notes) all Notes of each Glhai become
immediately due and repayable at their respective Principal Liat
Outstanding or (in thease of an Extraordinary Resolution of t
Residual Certificates) that all RC1 Payments or RC2 Payments put
to the Residual Certificates are immediately due and payabl
applicable, in each case subject to the Trustee being indemnified ¢
secure and/or prefunded to its satisfaction.

The Trustee will not be required to comply with any request or direc
from the holders of the Residual Certificates or any Class of t
(whether pursuant to Residual Certificates Condition 8 or ¢
otherwise) if the Issuer shall have certified in imgtto the Trustee
(upon which certificate the Trustee may rely without any duty
obligation to investigate or verify if the same is correct) that no fur
amounts are payable to the holders of the Residual Certificat
accordance with Residual Cédates Condition 4(e) (Residual
Payments

Initial Meeting AdjournedMeeting

Notice period 21 clear days for the ~ Adjourned meeting held

for Ordinary initial meeting. on same day in the next

Resolution: week (or if such day is a
public holiday, the next
succeeding business

day).

Notice period 21 clear days for initial Not less than 14 days
for meeting. and not more than 42
Extraordinary days for the adjourned
Resolution: meeting.
Quorum for Two or more persons At an adjourned
Ordinary holding or representing meeting, two or more
Resolution: not less than 5 per cen' persons being or

of the Principal representing Noteholder
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Quorum

for
Extraordinary
Resolution:

Amount Outstanding of
the relevant class or
classes of Notes
outstanding for the
initial meetingor, in the
case of Residual
Certificates two or
more persons present
andrepresenting in
aggregate not less thar
5 per cent. of the
relevant Class or
Classes of Residual
Certificate

Two or more persons
holding or representing
greater tha®0 per
cent. of the Principal
Amount Outstanithg of
the relevant class or
classes of Notes
outstanding for the
initial meetingor, in the
case of Residual
Certificates two or
more persons present
and representing in
aggregat@reaterthan
50 per cent. of the
relevant Class or
Classes of Residual
Cerfficate, (other than
a Basic Terms
Modification (which
must be proposed
separately to each Clas
of Noteholdersand
Residual
Certificateholderg
which requires two or
more persons holding
or representing in
aggregate greater than
75 per cent. of the
Prindpal Amount
Outstanding of the
relevant class or classe
of Notes then
outstandingpr, in the
case of Residual
Certificates two or
more persons present
and representing in
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of the relevant class or
classes of Notes
outstanding, whatever
the Principal Amount
Outstanding of the Note!
then outstanding held or
represented by such
person(spr, in the case
of Residual Certificates
two or more persons
present and representin
Residual
Certificateholders of the
relevant Class or Classe
of Residal Certificate,
whatever the percentage
of the Residual
Certificates then
outstanding represented
by such person.

At an adjourned meeting
two or more persons
being or representing
Noteholders of the
relevant class or classes
of Notes outstanding,
whatever the Principal
Amount Outstanding of
the Notes then
outstanding held or
represented by such
person(spr, in the case
of Residual Certificates
two or more persons
present and representing
Residual
Certificateholders of the
relevant Class or Classe
of Residual Certificate,
whatever the percentage
of the Residual
Certificates then
outstanding represented
by such persorfother
than a Basic Terms
Modification (which
must be proposed
separately to each Class
of Noteholdersand
Residual
Certificateholders

which requires two or
more persons holding or
representing greater tha
in aggregate 25 per cent
of the Prihcipal Amount
Outstanding of the
relevant class or classes
of Notes then



Basic Terms Modification:

Relationship between
Classes of Noteholderand
Residual
Certificateholders:

Sellers as Noteholdes:

aggregatgreaterthan  outstandingr, in the

75 per cent. of the case of Residual
relevant Class or Certificates two or more
Classes of Residual persons present and
Cetificate. representing in aggregai

greaterthan 25 per cent.
of the relevant Class or
Classes of Residual

Certificate).
Required Not less than 75 per
majority of an cent. of votes cast.
Extraordinary
Resolution:
Electronic Noteholders may also pass an Extraordin
Consents: Resolution by way of electronic conseni
communicated through the electror

communications systems of the clearing system(:
the Principal Paying Agent or another specifi
agent and/or the Trustee in accordance with
operating rules and procedures of theevaht
clearing system(s)"Electronic Consent$). Such
consents are required from Noteholders of not |
than 75 per cent. in aggregate Principal Amo
Outstanding of the relevant class or classes of N
then outstanding for matters requiring Extraordin.
Resolutions. A resolution passed by suadamns has
the same effect as an Extraordinary Resolution.

Broadly speaking, the following matters are Basic Tel
Modifications: changes to payments (timing, method of calculal
reductions or cancellations of amounts dne currency), to effect th
exchange, conversion or substitution of the Notes, changes to Pay
Priorities, changes to quorum and majority requirements
amendments to the definition of Basic Terms Modification. For
avoidance of doubt, a Base Ratlodification is not a Basic Term
Modification.

Subject to the provisions in respect of a Basic Terms Modificatior
Extraordinary Resolution of Noteholders of thi®st Sendr Class of
Notesis binding on all other Classe$ Notes and Residual Certificate
and will override any resolutions to the contrary of the Classes rar
behind the Most Senior Class.

Amendments in respect of Basic Terms Modification require
Extraordinary Resolution of each class of Notasd Residual
Certificatesthen outstanding.

For the purposes ofnter alia, the right to attend and vote at a
meetingof Noteholders, any Extraordinary Resolution in writing €
any direction made by Noteholders, th@dlass A Notes Class A2
Notes,Class B NotesClassC Notes Class D Notes andlass Z Notes
(if any) which are held by or on behalf of or for the benefit of the Iss
the Issue Services Provider, PML, PFREaragon Bané&r any of their
subsidiaries or holding companies or other subsidiaries of such hc
companies (th&éRelevant Persony), shall (unless and until ceasing
be so held) be deemed not to remain outstanding, except where
more Relevant Person holds all thetes of any class and there is
other class of Notes rankingari passuwith, or more juior to, such
Notes, which is not wholly beneficially owned by one or more Rele
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Relationship between
Noteholdersand Residual
Certificateholders and
other Secured Creditors:

Provision of Information
to the Noteholders:

Personand provided thatin respect of any class of Not&s,relation

to a matter (a) relating to a Basic Terms Modification or (b) relatin
a meeting of Noteholdershich has been convened by any Notehol
that is not a Relevant Person, any Notes which are for the time

held by or on behalf of or for the benefit of a Relevant Person, in
case as beneficial owner, shall be deemed to remain outstanding
issue, as applicahle

So long as any Notes are outstanding the Trustee shall, except
expressly provided otherwise, have regard solely to the interests
Noteholdersand Residual Certificateholdeasd not to the interests ¢
the other Secured Creditors, its only obligation to such other Se«
Creditors being to pay to them any monies received by it and ava
for them in accordance with the appli@Payment®riorities

The Issuer shall provide the following information to investors:

(a) on a monthly basis, certain data in respect of the Mortg
Portfolio; and

(b) on a quarterly basigmformation in respect of the Mortgage
details relating to any repurchases of Mortgages by
Selless pursuant to the Mortgage Sale Agreement and de
with respect to the rates of interest, Note principal
interest payments and other paymentshaylssuer.
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TRANSACTION OVERVIEW T OVERVIEW OF CREDIT S TRUCTURE AND CASHFLO W

See the section entitlé&ey Structural Featurésfor further information in respect of the credit structurz
and cash flow of the transaction.

Available Receipts of the |ssuer

Pre-Enforcement Post-Enforcement

Available Revenue

Available Revenue Available Principal and Available
Principal

Enforcement Priority of

Revenue Priority of Payments Principal Priority of Payments Payments

Available Receipts of  The Issuer will have Available Revenue and Available Principal for

the Issuer: purposes of making interest payments and principal paymergspect of
the Notes and paying the amounts due and payable to other parties
the Relevant Documents in accordance with the relevant Payr
Priorities.

Available Revenue will include, for each Interest Payment Date,
following:

(@ all revenue received by the Issuer during the immedie
preceding Collection Period less any fees and expeasegrised
in such revenue amountdich properly belong to third parties;

(b) interest received by the Issuer on the Transaction Account
income from any Authorised Investments;

(c) amounts received by the Issuer underBhsisHedge Agreement:
(subject to certain exceptions as set out in full in the section en
"Cashflows and Cash Managemen¢low and in particular excey
for any Hedge Collateral or proceeds thereof);

(d) any other net income of the Issuer received during the immedi
preceding Collection Period (other than, among other things
principal receipts, (y) amounts payable dertain third parties
(including but not limited to any Swap Tax Credits)

(e) on each Interest Payment Date up to but excluding the Cle
Redemption Date, the Class A and Class B Liquidity Reserve |
Excess Amount;

4] on the Class B Redemption Dately, all amounts standing to tr
credit of the Class A and Class B Liquidity Reserve Fund Les
(after first having applied any Class A and Class B Liquic
Reserve Fund Release Amount in meeting any Class A and
B Liquidity Deficit against the fevant items in the Revenu
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Priority of Payments in the order they appear in the Reve
Priority of Payments and debiting such amount from the Cla:
and Class B Liquidity Reserve Fund Ledger);

@) on each Interest Payment Date up to and including the |
Redemption Date, th@eneral Reserve Furtitkcess Amount;

(h) if required, Principal Addition Amounts applied to fund a Ser
Expenses Deficit (subject to, in the case of a Senior Expe
Deficit in respect of interest payable on the Class B Noteslethi¢
balance of the Principal Deficiency Ledger not exceeding ce
limits);

@) amounts representing theevenue element(as reasonably
determined by PML as Administratogf the Portfolio Option
Purchase Price received by the Issuer upon sale of tigages
comprising the Mortgage Portfolio further to exercise of
Portfolio Option;

0)] the aggregate of Interest Rate Converted Mortgage Re
Amounts calculated bi?PML as Administrator in respect of suc
Interest Payment Date

(k) the Quarterly MRF Releagenount, which PML as Administratol
has determined should be released from the Mortgage M
Reserve Fund Ledger on such Interest Payment Date; and

()] any Conersion MRF Excess Amount or Ndiroceeding
Conversion Release Amount.

AvailablePrincipalwill include, for each Interest Payment Date

@ all principal amounts received by the Sedlém respect of the
Mortgages in the Mortgage Portfolio during the immediat
preceding Collection Period (including the considerat
representing pricipal paid byeach ofthe Selles in respect of the
repurchaseof any Mortgages and their related security ¢
recoveries (representing principal amounts) received in relatic
the enforcement of any Mortgaggs)

(b) any Revenue Receipts credited to the RpadcDeficiency Ledger
on the immediately preceding Principal Determination Date

(c) any funds retained by the Issuer to be applied in or toward:
redemption of the Notes on the immediately preceding Inte
Payment Date which were not applied inawards the redemptio
of the Notes on such Interest Payment Date;

(d) any amaunts deducted by the Issuer pursuant to itéij(&\j to (D)
of the definition of Available Redemption Fund®n the
immediately previous Interest Payment Dateich were not sc
applied on the immediately preceding Interest Payment Date;

(e) on the earlier of (x) the MFA Psieunding Reserve Ledger Relea
Date and (y) the Principal Determination Date immedia
preceding the Stepp Date, any amount which is debited from 1
MFA PreFunding Reserve Ledger and credited to Phimcipal
Ledger on such date; and

4] to the extent that the MFA Rfeunding Reserve Ledger Relea
Date has not occurred, any amounts debited from the MFA
Funding Reserve Ledger and credited to the Principal Ledger
before the Principal Determinati®ate immediately preceding tt
Interest Payment Dates falling in eachl& February 202115
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Application of Monies
released from the Class
A and Class B
Liquidity Reserve
Fund:

Application of Monies
released from the
General Reserve Fund

February 202215 February 2023nd 15 May 2024 pursuant to
clause &1.4 of the Administration Agreement;

(@) on the Final Redemption Date only, all amounts stapdinthe
credit of theGeneral Reserve Furgdfter first having applied an'
Class A and Class B Liquidity Reserve Fund Release Amour
meeting any Class A and Class B Liquidity Deficit and then
General Reserve Furigelease Amount in meeting any Reue
Deficit against the relevant item in the Revenue Priority
Payments in the order they appear in the Revenue Priorit
Payments and debiting such amounts from the Class A and
B Liquidity Reserve Fund Ledger and/or tBeneral Reserve Fun
Ledger in accordance with the Revenue Priority of Payments
each case on such Final Redemption Date);

(h) on any Principal Deterimation Date following the Stepp Date
(and no later than one Business Day frotme Interest
Determination Dafethe Additional Available Redemption Func
(if any), as calculated by PML as Administrgtand

0] amounts representing the principal elemdias reasonably
determined by PML as Administratogf the Portfolio Option
Purchase Pri¢creceived by the Issuer upon sale of the Mortge
comprising the Mortgage Portfolio further to exercise of
Portfolio Option

less any amount to be applied to fund a Senior Expenses Deficit on
Interest Payment Date.

Prior to service of an Enforcement Notice on the Issuer, an amount ec
the Class A and Class B Liquidity Reserve Fund Release Amdllrite

applied on each Interest Payment Date up to and including the CI
Redemption Date to meet any Class A and Class B Liquidity De
existing on such Interest Payment Date against the relevant items

Revenue Priority of Payments in theder that they appear in the Reven
Priority of Payments.

Prior to service of an Enforcement Notice on the Issuer, an amount ec
the General Reserve Fund Release Amount will be appligdr (Efst
having applied any Class A and Class B Liquidity Reserve Fund Re
Amount to meet any Class A and Class B Liquidity Deficit) on each Inte
Payment Date to meet any Revenue Deficit existing on such Int
Payment Date against the relevdatéms in the Revenue Priority ¢
Payments in the order that they appear in the Revenue Priority of Pay!
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Overview of Payments Priorities:

Below is an overvievef the priorities of payment:

AVAILABLE REVENUE

AVAILABLE PRINCIPAL

POST-ENFORCEMENT AMOUNTS

REVENUE PRIORITY OF PAYMENTS

PRINCIPAL PRIORITY OF PAYMENTS

ENFORCEMENT PRIORITY OF PAYMENTS

Trustee ‘ ‘

Senior Expenses Deficit

Receiver and Trustee

Agents, Maples Corporate Services Provider, Substji

Administrator, Account Bank and Hedge Collatera]
Custodian (if applicable)

Administrators, Substitute Administrator Facilitato
Sellers and Rating Agencies

Basis Hedge Providers, excluding Hedge Provide|

Subordinated Amounts, Withholding Compensatiol

Amounts and certain other amounts funded by He
Replacement Premium

ute ‘ Mandatory Further Advances

‘ Discretionary Further Advances

Banks

Reclaimed direct debit payments in respect of th
Collection Accounts payable to the Collection Accol

¥ I

ge
‘ Class Al principal amount

Class Al and Class A2 interest amount ‘

Principal Deficiency Ledger
(to the extent of any debit balance in excess of thi
Principal Liability Outstanding of the Class B Notes
Class C Notes ar@lass D Notes and the Class Z Notf

Class B interest amount

Class A and Class B Liquidity Reserve Fund up to
Class A and Class B Liquidity Reserve Fund Requit
Amount

Principal Deficiency Ledger (to the extent of any del

balance in excess of the Principal Liability Outstand

of the Class C Notes, the Class D Notes and the Cl:
Notes)

Class C interest amount ‘

Principal Deficiency Ledger
(to the extent of any debit balance in excess of th|
Principal Liability outstanding of the Class D Notes &
the Class Z Notes)

Class D interest amount ‘

Principal Deficiency Ledger

(to the extent of any debit balance in excess of the

Principal Liability outstanding of the Class Z Notes

Issuer Profit Amount

Required Amount

‘ Class A2 principal amount

‘ Class B principal amount

£s) ‘ Class C principal amount

‘ Class D principal amount

Agents, Account Bank, Hedge Collateral Custodiaj
(if applicable), Borrowers in respect of Mandatory|
Further Advances and Rating Agencies

Administrator, Substitute Administrator,
Administrator Facilitator and Maples Corporate Serv|
Provider

Basis Hedge Providers (excluding Hedge Providef
Subordinated Amounts and Withholding Compensat
Amounts)

Class A principal and interest amounts ‘

Class B principal and interest amounts ‘

Class C principal and interest amounts ‘

Class Z principal amount

‘ Class S principal amount

it I

Class SVFN principal amount

‘ Available Revenue

Class D principal and interest amounts ‘

Class Z principal and interest amounts ‘

Basis Hedge Providers
(Hedge Provider Subordinated Amounts
and Withholding Compensation Amounts)

a

General Reserve Fund up to the General Reserve ﬁund

Principal Deficiency Ledger
(to the extent of any debit balance)

Amount and/or Conversion MRF Discretionary Amot

Prior to the Stefup Date, Mortgage MRF Discrenonaty
nt

Provision for tax liabilities and third party expense:

Compensation Amounts

Hedge Provider Subordinated Amounts and Wimhulﬁing

applied as Available Principal

Class Z interest amount

Following the StegJp Date or Final Redemption Dat%

Class S interest amount

Class S principal amount

Class SVFN interest amount

Class SVFN principal amount

Provision for additional hedging arrangements

Issue Services Provider Féés

Amounts due to Administrators and Paragon Corpol
Services Provider

ate

Prior to (but excluding the Stelgp Date) RC1 Paymen|
and thereafter RC2 Payments

s
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Class S principal and interest amounts ‘

[

Class SVFN principal and interest amounts ‘

All amounts due and payable to the Paragon Corpol
Services Provider, the Sellers and the Issue Servi
Provider

Issuer Profit Amount and payment to any relevan
authority for any other Tax
(including financial transaction tax)

Prior to (but excluding) the Stdgp Date, RC1
Payments and thereafter RC2 Payments

c

r
it



See the sections entitlé&ey Structural Feature$ Cashflows and Cash Managemiefdr further
information on the Payments Priorities.

Key Structural The credit enhancement, liquidity support and other key structural fec
Features: of the transaction include, broadly, the following:
A during the life of theNotes, the Available Revenue is expectec

be sufficient to pay the interest amounts payable in respect |
the classes of Notes and senior costs and expenses of the st
and retain the Issuer Profit Amount;

the availability of the Class A ar@@lass B Liquidity Reserve Func
funded on the Closing Date by part of the proceeds of
Noteholderssutscription of the Class S Note®n each Interes
Payment Date, to the extent that there would be a Class A and
B Liquidity Deficit on such Interest Payment Date, an amc
equal to the Class A and Class B Liquidity Reserve Fund Rel
Amounts shall be debited from the Class Al @lass B Liquidity
Reserve Fund Ledger immediately prior to the applicatior
Available Revenue pursuant to the Revenue Priority of Payn
on such Interest Payment Date and applied to meet any Cl:
and Class B Liquidity Deficit against the relevatgms in the
Revenue Priority of Payments in such order of priority as ¢
items appear in the Revenue Priority of Payments. After
Closing Date on each Interest Payment Date up to but exclt
the Class B Redemption Date, the Class A and Class BditigL
Reserve Fund Excess Amount will be applied as Avail:
Revenue and the Class A and Class B Liquidity Reserve Func
be replenished up to the Class A and Class B Liquidity Res
Fund Required Amount from Available Revenue in accorde
with theRevenue Priority of Payments

on the Class B Redemption Date only, all amounts standing t
credit of the Class A and Class B Liquidity Reserve Fund Le:
(after first having applied any Class A and Class B Liquic
Reserve Fund Release Amount in nregtany Class A and Clas
B Liquidity Deficit against the relevant items in the Rever
Priority of Payments in the order they appear in the Rewve
Priority of Payments and debiting such amount from the Cla:
and Class B Liquidity Reserve Fund Ledgei)l e applied as
Available Revenue in accordance with the Revenue Priofit
Payments;

the availability of th&General Reserve Fupfiinded on the Closing
Date by part of the proceeds of the Notelleo$ subscription of the
Class S Notes. An amouegual to theGeneral Reserve Fun
Excess Amountvill be debited from th&eneral Reserve Fuaahd

will be applied as Available Revenue on each Interest Payi
Date. On each Interest Payment Date, to the extent that there
be a Revenue Deficit on sudhterest Payment Datgollowing

application of any Class A and Class B Liquidity Reserve F
Release Amountsan amount equal to th@eneralReserve Func
Release Amounts shall be debited from @eneral Reserve Fun
Ledgerimmediately prior to the afipation of Available Revenue
pursuant to the Revenue Priority of Payments on such Int
Payment Date and applied to cure such Revenue Deficit.
General Reserve Fund Release Amouwvitsbe applied to mee!
any Revenue Deficit against the relevanmisein the Revenus
Priority of Payments in such order of priority as such items ap
in the Revenue Priority of Payments. After the Closing Date,
General Reserve Fundill be replenished up to th&eneral
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Reserve Fund Required Amowont each Interef®Rayment Date uf
to and including the Final Redemption Date from Availa
Revenue in accordance with the Revenue Priority of Payment

on the Final Redemption Date only, all amounts standing tc
credit of theGeneral Reserve Fund Ledg@fter first having
applied any Class A and Class B Liquidity Reserve Fund Rel
Amounts in meeting any Class A and Class B Liquidity Deficit
then any General Reserve Fund Release Amotmimeet any
Revenue Deficit against the relevant items in the Revenue Pr
of Payments in the order they appear in the Revenue Priori
Payments, and debiting such amounts from the Class A and
B Liquidity Reserve Fund Ledger and/or theneral Reserve Fun
Ledgerin accordance with the Revenue Priority of Payments
each case on such Final Redemption Date) wiltredited to the
Principal Ledger andpplied as Availabl&kedemption Fundm

accordance with thBrincipal Priority of Payments;

on each Interest Payment Date up to and including the |
Redemption Date, PML as Administrator will apply as Availa
Revenue th&eneraReserve Fund Excess Amount (as determi
on the immedialg precedimg Principal Determination Date);

availability of PrincipalAddition Amountgo make up any shortfal
in Available Revenue to fur@lSenior Expenses Deficit (subject t
in the case of the Class B Notes, the debit balance of the Prir
Deficiency Ledger not exceeding certain limits);

availability of investment income provided by the returns in res
of Authorised Investment® be applied as Available Revenue

availability of aMortgageMargin Reserve Funtb supplement
interest payments in respect of Mortgages purchased on the C
Date whichhave a weighted average rathich is on average les
than 3 per cent. aboveCompounded Daily SONIA(or the
Alternative Base Raten any future Collection Period©n the
Closing Date the Mortgage Margin Reserve Fund will be cred
with the Initial Mortgage MRF Required Amount from part of t
proceeds of the Neholderssubscription for the Class S Notms
the Closing Date. The Initial Mortgage MRF Required Amoun
£0 (being equal td.00per cent. of the aggregate Initial Princi
Amount of the Notgs On each Principal Determination Date t
Administrator will determine the Additional MRFRequired
Amount (if any)and shall transfer such Additional Mortgage M
Required Anount from the Mortgage MRF Discretionary Fund
a sufficient amount is standing to the credit thereof) to
Mortgage Margin Reserve Fun@n each Interest Payment Da
PML as Administrator will debit from the Mortgage Margil
Reserve Fund Ledger and credit to the Revenue Ledgel
Quarterly MRFReleaseAmount applicable to the Mortgages fi
the Collection Period ending on the immediately precec
Principal Determination Daté®ML as Administratowill, on the
Closing Date from part of the proceeds of the Class S Notes
may (at its discretion) on each Interest Payment Qapeto but
excluding the Stefyp Date) in accordance with the Revent
Priority of Payment$und the MortgageMRF Discreticmary Fund
up to the Mortgage MRF Discretionafynount;

On the Closing Date, PML as Administrator shall (from part of
proceeds of the Class S Notes) and, followiing Closing Date,
may (at its discretion) on each Interest Paymerte g to but
excluding the Stefyp Datefrom Available Revenue (to the exte
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Class Aand Class B
Liquidity Deficit :

RevenueDeficit:

Senior Expenses
Deficit:

available) in accordance with the Revenue Priority of Payme
fund the ConversioMRF DiscretionaryFund in an amount up t
the Conversion MRF Discretionary Amountn order that
Conversion MRF Required Amounts can be transferred frorr
Conversion MRF Discretionary Fund to the Conversion Marg
Reserve Fund on the relevasdnversiondate in respect of an
Proposed Interest Rate Converted Mortgages in the rele
Collection Period On each Interest Payment Date, #ugregate
Interest Rate Converted Mortgage Release Amount will be rele
from the ConversionMargin Reserve Fund Ledger in respect
each Interest Rate Converted Mortgage and applied as Ava
Revenue;

A availability of an MFA PreFunding Reserve Ledger to fund tl
purchase of Mandatory Further Advances by the Issuer on any
following the Closing Date, subject to clause4.8. of the
Administration Agreement, up to and including the earlier to o«
of (a) tre Principal Determination Datsmmediately preceding thi
StepUp Date and (b) theMFA PreFunding Reserve Ledge
Release Dat@&determined by PML as Administratpgnd

A availability of interest hedging arrangemeptsvided by the Basit
Hedge Provider® hedge against the possible variance betweel
interest rates payable in respect of the Fixed Rate Mortgage
the interest payae in respect of the Notes.

See the section entitlé&ey Structural Featurédfor further information.

On any Interest Payment Date, an amount equal to any shortfall in Ava
Revenue (where such Interest Payment Date falls on the Cla
Redemption Date, excluding item ,(fig) and (h)of the definition of

Available Revenugto pay: (a) the amounts referred to in items (i) to (iv
the Revenue Priority of Payments (in the same order of priority as set
the Revenue Priority of Payments); and (b) the amounts referred to ir
(vi) in the Revenue Priority of Payments

See the section entitlé&ey Structural Featureis Credit Enhancement an
Liquidity Support for further information.

On any Interest Payment Date an amount equal to any shortfall in Ava
Revenue after application of the Class A and Class B Liquidity Res
Fund Release Amountspay: (a) the amounts referred to in itefiigo (iv)
in the Revenue Priority of Payments (in the same order of priority as s
in the Revenue Priority of Payments); (b)the amounts referred to i
item(vi) in the Revenue Priority of Payments; (c) the amounts referre
to in item (ix) in the Revenue Priority of Payments only if and to the e)
that the sum of the debit balance onBmcipal Deficiency Ledger, whe
expressed as a positive amoudbes not exceed the aggregate of
Principal Liability Outstanding of the Class D Notes and the Class ZN
and (d) the amounts referred to in it€ri) in the Revenue Priority o
Payments only if and to the extent that the sum of the debit balance 1
Principal Deficiency Ledger, when expressed as a positive antma# not
exceed the aggregate of the Principal Liability Outstanding of the Cle
Notes

See the section entitlé&ey Structural Featureis Credit Enhancement an
Liquidity Support for further information.

On any Interest Payment Date an amount equal to the aggregate
shortfall in Available Revenue following the application of any Gen
Reserve Fund Release Amount and any Class A and Class B Liq
Reserve Fund Release Amount is insufficient tp @aprovide for (a) the
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Principal Deficiency
Ledger:

Issuer Accounts and
Cash Management:

Summary of key terms
of BasisHedge
Agreements:

amounts referred to in iten@® to (iv) in the Revenue Priority of Paymen
(in the same order of priority as set out in the Revenue Priorit
Payments); and (b) the amounts referred to in ifeinin the Revenue
Priority of Payments only if and to the extent that the sum of the «
balance on the Principal Deficiency Ledger, when expressed as a pt
amount, does not exceed: (ipD Fper cent. of the Principal Liabilit
Outstanding of the Class B Noteand (ii) the Principal Liability
Outstanding of the Class C Notes, the Class D Notes and the Class Z

See the section entitlédey Structural Featureis Credit Enhancementral
Liquidity Support for further information.

The Principal Deficiency Ledger will be established to record as a det

(@ any principal losses incurred on the Mortgages;

(b) the use of any Principal Receipts to fund a Sehixpenses
Deficit;

(c) certain expenses of the Issuer in respect of reclaimed debt!
paymentsand

(d) any losses realised by the Issuer on the Mortgages as a re:
the failure of the Collection Account Bank to remit funds to
Issuer.

Available Revenue will be credited to the Principal Deficiency Ledge
each Interest Payment Date to reduce the debit balance (if any) «
Principal Deficiency Ledger (and form part of the Available Redemp
Funds) in accordance with the Revenu®ity of Payments.

The principal losses incurred on the Mortgages and/or the amou
principal fvhich would otherwise have constitutéd/ailable Principal)
used to fund a Senior Expenses Deficit will be allocated to the Note:
recorded as a debit the Principal Deficiency Ledger.

Revenue receipts and principal receipts in respect of the Mortgage
received by the Sellers in the Collection Accounts. Each Seller (and \
relevant, the relevant Administratog obliged to transfer collections i
respect of the Mortgages to tfeansaction Account on the Business C
following the date of collection or as soon as practicable thereafter. (
prior to each Interest Payment Date, all amounts standing to the cre
the Transaction Account will be applied in accordance withréhevant
priority of payments.

The swaps entered into under the Basis Hedge Agreements to hed
Fixed Rate Mortgages on the Closing Date have in summary the follc
key commercial terms:

i Frequency of payment: Quarterly on each Interest Payment [

See the sectioiHedging Arrangement$ Interest rate basis hedgin
arrangementsfor further information.
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TRANSACTION OVERVIEW 1 OVERVIEW OF THE MORT GAGE PORTFOLIO AND

ADMINISTRATION

See the sections entitletThe Mortgages "The Provisional Mortgage Pobland "Mortgage
Administratior! for further information in respect of the Mortgages.

Mortgage Portfolio:

Features of Mortgages:

The"Mortgage Portfolio" means the portfolio of loans, mortgages anc
moneys derived therefrom sold to the Issuer by Rl Paragon Barndn
the Closing Date

On the Closing Date, the Issuer will acquire the Clo$hage Mortgage
Portfolio from PML and Paragon Bankvhich will be comprised of
Mortgages selected from the Provisional Mortgage Pool and Mortgage
included in the Provisional Mortgage Pool

There will be no substitution of the Mortgages as existing Mortgages 1
or are repurchasenh accordance with the terms of the Mortgage <
Agreement. See the section entitlédiortgage Administratiohfor more
information.

The following is a summary of certain features of the Mortgages incli
in the Provisional Mortgge Pool as at the Provisional Pool Date. Inves
should refer to, and carefully consider, further details in respect o
Mortgages included in the Provisional Mortgage Pool as set out il
section entitled The Provisional Mortgage Pobl

The Mortgages in the Mortgage Portfolio are all secured by first pri
charges over freehold or leasehold properties in England and Wales.

Type of Borrower Corporate and individual

Type of Mortgage Buy-to-let repaymentoans

Buy-to-let Interestonly mortgages which in
certain circumstances can be converted to
repayment basis

Total Mortgages in the
ProvisionalMortgage

Portfolio £645,378,820.75

Repayment Mortgages
the ProvisionaMortgage

Portfolio £51,978,549.24

Interestonly Mortgages
(Optional switch to a
repayment bas) in the
ProvisionalMortgage

Portfolio £593,400,271.51

Weighted Minimum in Maximum in
average of the | the Provisiond | the Provisiona

Provisional Mortgage Mortgage
Mortgage Portfolio Portfolio
Portfolio

Outstanding 166,206.24] 4,875.00 1,113,769.98

Current Balance|

(£)
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Consideration:

MFA Pre-Funding
Reserve Ledger

Weighted Minimum in Maximum in
average of the | the Provisiond | the Provisiona
Provisional Mortgage Mortgage
Mortgage Portfolio Portfolio
Portfolio
LTV Ratio at 71.40% 14.43% 85.75%
origination (%)
Current LTV 7062% 6.41% 85.75%
Ratio (%)
Current Interest 3.769% 1.950% 6.350%
Rate (% per
annum)
Seasoning 32.09 11.37 101.82
(months)
Remaining 1850 0.33 24.08
Term (years)

See the section entitletiThe Provisional Mortgage Poblfor further
information and for an explanation of the terms and figures used in the
above.

The consideration pable by the Issuer to ea@eller in respect of ite
acquisition of each Mortgagen the Closing Datshall be equal tohe
aggregate of:

(@) the Initial Purchase Consideration equal to the principal bal
of each Mortgage sold to the IssuerthgtSeller, theAmortised
Cost Adjustment Amount(which will be wholly funded by
subscription proceeds undde Class S VFN and

(b) Deferred Purchase Consideration payable in accordance wit
Mortgage Sale Agreement, tiResidual Certificates Conditien
and the relevant priority of payments.

The right to such Deferred Purchase Consideration will be represent
Residual Certificates to be issued by the Issuer and delivered to, or
direction of, the Sellaron the Closing Date. Payments on the Resic
Certificates will be due and payable by the Issa¢he Residual Certificat
Holdersfrom the Closing D& and prior to the service of an Enforcem
Notice by the Trustee to the Issuer on each Interest Payment Date,
excess Available Revenue (after application of Available Revenu
accordance with the Revenue Priority of Payments).

DeferredPurchaseConsideration will be due and payable by the Issoie
the Residual Certificate Holdefsllowing the service of an Enforcemel
Notice by the Trustee to the Issuom PostEnforcement Amounts ir
accordance with the Enforcement PriodfyPayments.

See the section entitledhe Mortgages Acquisition of Mortgagésfor
further information.

On the Closing Date, it is expected that the Issuer will credit an an
equal t00.06%of the Initial Principal Amount of the Notes to the MFA P
Funding Reserve Ledger of the Transaction Account. The Issuer will ¢
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Representations and
Warranties:

amounts standing to the credittbe MFA PreFunding Reserve Ledger i
purchasing Mandatory Further Advances (prior to the use of Avalil
Principal) at any time up to and including the earlier to occur of (a)
Principal Determination Datenmediately preceding the Stéfp Date and
(b) the MFA PreFunding Reserve Ledger Release Date if and to the e
that the Issuer is permitted to do so by, and in accordance with, the Mol
Sale Agreement and the Administration Agreement.

To the extent the MFA P+Eunding Reserve Ledg&elease Date has n
occurred, clausé.4.4 of the Administration Agreement may require P)
as the Administrator, in certain circumstances, to debit, on or befor
Principal Determination Dates relating to the Interest Payment Dates f.
in each ofl5 February 202115 February 202215 February 202and 15

May 2024 amounts from the MFA P#eunding Reserve Ledger and cre
such amounts to the Principal Ledger. Such amounts must then be a
either to purchase Mandatory Further Advances on or réefbe
immediately following Interest Payment Date or as Available Redemy
Funds in repayment of the Notes on the immediately following Inte
Payment Date. Téh outstanding credit balance tife MFA PreFunding
Reserve Ledger (if any) shall be debittbdm the MFA PreFunding
Reserve Ledger and credited to the Principal Ledger on the earlier of (
MFA PreFunding Reserve Ledger Release Date and (y) the Prin
Determination Datémmediately preceding the Stéfp Date. Following
the crediting ofsuch amounts to the Principal Ledger, such amounts

be applied as Available Redemption Funds in repayment of the Notes
immediately bllowing Interest Payment Date.

Each Seller will grant the Seller Asset Warranties to the Issuer anc
Trustee on the Closing Datn which Mortgages are purchased by -
Issuer in respect of thdlortgages sold by th&ellerto the Issuepn such
date.

The Seller Asset Warréies include the following warranties in respect
each Mortgage:

A first ranking security in respect of properties located in Englar
Wales;
A satisfaction ofSellers lending guidelinesas at the Closing Dat

subject to such waiver as might be within the discretion ¢
reasonably prudemhortgagdender

final maturity date of each Mortgage no later tBampril 2043

PML and Paragon Bank attee beneficial ownerof each Mortgage
acquired by the Issuen the Closing Date;

no Mortgage is subject to amght of setoff; and

no obligation to maka FurtherAdvanceif a borrower is in breact
of theMortgageConditions.

See the section entitletThe Mortgagesi Searches and Warranties i
respect of the Mortgagésor further information.

"Paragon Bank Mortgage Excess Amouritmeans for each Paragon Ba
Depositor Mortgage the lemsof (a) the Current Balance of such Paray
Bank Depositor Mortgage and (b) the excess above £85,000 of the agg
deposit balances with Paragon Bank by such Paragon Bank Def
Mortgage borrower.
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Repurchases of the
Mortgages:

Consideration for
repurchase:

Perfection Events:

Further Advances in
respect of the
Mortgages:

Conversion of
Mortgages:

"Paragon Bank Depositor Mortgagé means a mortgage where Parac
Bank is the Legal Title Holder and the borrower also holds a deposit
Paragon Bank in excess of £85,000.

The relevant Seller of a Mortgageto the Issuershall repurchaseuch
Mortgage andits related security in the following circumstances:

A uponmaterialbreach of any Seller Asset Warranty giventbat
Sellereitherwhichis not capable of remedy jowhich if capable
of remedy, the Seller failed to remedy within@8endadays

A if certain determinations are made in respect of the Mortgage
court, other competent authority or any ombudsman;

A the first two payments due in respect of any Mortgage Feadlen
due and have not been received in full; and/or

A if an Administrator intends to agree to any request by a Borrc
to convert his Mortgage (or, in the case of a default by a Borra
itself elects to convert such BorroveMortgage) to an Intest
Rate Converted Mortgage and the Interest Rate Conw
Mortgage Conditions are not satisfied on the date of conversic

See the section entitlédransaction OverviewOverview of the Terms an
Conditions of the Noteis Redemptiohand Conditiorb (Redemption anc
Purchasg.

Consideration payable @aSeller in respect dherepurchase of a Mortgag
shall be equal to the Current Balance of tattgage as at the date of tt
completion of the repurchase and accrued (but unpaid) interest re
thereto.

Legal title to the Mortgages will not be vested in the Issuer on the Cl¢
Date and will not take place until certain festion events occur under tf
terms of the Mortgage Sale Agreement. See the section ehRief@ction
Event$ under"Triggers Tables Non-Rating Triggers Tablebelow for
further information.

Prior to the completion of the transfer of the leg# tio the Mortgages, th
Issuer will be subject to certain risks as set out in the section efitkiskl
Factorsi Matters relating to the MortgagésPerfection of titl&.

The Seller may beequired to make Mandatory Further Advances in res
of the Mortgages. The Issuer expects to fund Mandatory Further Advi
firstly from the MFA PreFunding Reserve and secondly from Availal
Principal in accordance with the Principal Priority of Payts.

The relevantAdministrator on behalf of the Issuer may madad fund

Discretionary Further Advancés respect of any Mortgadem Available
Principalin an aggregate amount up16 per cent. of the Initial Principa
Amount of the Note# the lending criteriaso far as applicablendsubject
to such waivers as might be within the discretion of a reasonably pr
mortgage lenderand certain other conditiorsge satisfied at the releval
time. The Issuer expects to fumahy Discretionay Further Advancefrom

Available Rincipal moneys in accordance with the Principal Priority
Payments.

See the section entitléilortgage Administratioii Further Advancesfor
further information.

The relevant Administrator may as part of an arrears managen

programme agree to convert a Mortgage administered by it from an Int
only Mortgage or, as the case may be, Optional Repayment Mortgag
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Repayment Mortgage (but not any other type of mortgageyamm fa
Repayment Mortgage to an Interesty Mortgage or, as the case may |
Optional Repayment Mortgage (but not any other type of mortgage) ¢
time without limit and without any further condition or consent be
required (the relevant Mortgage afseich conversion being herein referr
to as anfArrears Converted Mortgage").

TherelevantAdministrator may (but shall not be obliged,tifthe Paragon
Banking Groupholds (where the Residual Certificates are represente
Definitive Residual Certificatgs50 per centor morein number of the
Residual Certificates or (where the Residual Certificates are represen
a Global Residual €ttificate) the beneficial interest 50 per centor more
in number of the Residual Certificategjree to any request by a Borrow
to convert his Mortgage (or, in the case of a default by a Borrower,
itself elect to convert such BorroierMortgage to a Mortgage of ¢
different interest type with a different interest rate (the relevant Mort
after such conversion being referred to as'laterest Rate Converted
Mortgage") provided that the following condlins (the"Interest Rate
Converted Mortgage Conditions') are satisfied:

(@) that no Event of Default has occurred which is then contini
unwaived at the time of the proposed conversion;

(b) that thelnterest Rate Converted Mortgage will be on the term
the relevant Mortgage Documentation which terms have not
varied in any material respect other than in respect of the int
rate applicable;

(© that the conversion of the applicable Mortgageffected by suct
means as would be adopted by a reasonably prudent resid
mortgage lender for the purpose of ensuring the validity
priority of the applicable Mortgage;

(d) no conversion shall extend the final maturity date of the rele
Mortgage to a date falling later th&0 April 2043;

(e) if the applicable Interest Rate Converted Mortgage is tc
converted into a Fixed Rate Mortgage, the relevant Administt
will within 30 days following the conversion, enter into Ba
Hedge Agreements to hedge the fixdidating interest rate
exposure in relation to such Interest Rate Converted Mortga

® Mortgages may only be converted to Fixed Rate Mortgage
the Administrator where, as at the date of conversion,
weighted average sp rate calculated by PML as Administral
by reference to the interest swap rates and notional v
disclosed in (a) the Basis Hedge Agreements as at
immediately preceding Principal Determination Date (or in
case of conversions occurring in tfiest Collection Period, the
Closing Date) and (b) the Basis Hedge Agreements (if i
entered into by the Issuer since the immediately prece
Principal Determination Date (or in the case of the first Collec
Period, the Closing Date), does not extéger cent.;

(9) Mortgages may only be converted to Fixed Rate Mortgage
the Administrator where, as at the date of conversion, the pr¢
(calculated by the Administrator) of (a) the weighted aver
time in years to the end of the fixed rate periodeispect of the
Fixed Rate Mortgages in the Portfolio together with
Mortgages to be converted to Fixed Rate Mortgages on suct
and (b) the Current Balance of the Fixed Rate Mortgages it
Portfolio together with the Mortgages to be converted @dFi
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Rate Mortgages on such date divided by the Current Balan
the Mortgages in the Portfolio together with the Mortgages ti
converted to Fixed Rate Mortgages on such date, does not e
two;

(h) that the relevant Borrower in respect of such Interestel
Converted Mortgage is natore than one month arrears (othel
than in the case of a default by a Borrower whererd¢tevant
Administrator itself has elected to convert such Borréav
Mortgage to an Interest Rate Converted Mortgage);

0] Mortgages may only be converted to Fixed Rate Mortgage
the Administrator wheregs at thelate of conversiorthe sum of
the notional valuef (a) the Basis Hedge Agreements as at
immediately preceding Principal Determination Date (or in
case 6 conversions occurring in the first Collection Petitite
Closing Date) and (bjhe Basis Hedge Agreements (if ar
entered into by the Issuer since the immediately prece
Principal Determination Date (or in the case of conversi
occurring in the fist Collection Period, the Closing Date)ust
not exceed or be less than (by greater than £10 million), the
of the Current Balance of all Fixed Rate Mortgages

1) the conversion takes place on or prior to the &ipate;

(k) amounts standing to the credit of the Conversion Margin Res
Fund Ledgerare equal to orgreater than the ConversiddRF
Required Amount as at the conversion date taking into acc
such Inerest Rate Converted Mortgadended from amount:
standing to the credit of the Conversion MRF Discretionary F
Ledger and

0] that PML and/oPBG andor any holding company or subsidia
of PBG (a"Paragon Banking Group Company) are the
Administrators and no Administrator Termination Event |
occurred in respect of PMbr Paragon Bankor any Paragon
BankingGroup Company in its capacity aan Administrator.

The relevantAdministrator shall, orthe last Business Day of each mor
identify each Mortgage that shall become an Interest Rate Conv
Mortgage in theCollection Period commencing the calendar montl
immediately succeeding such Business Day sulifed¢he Inteest Rate
Converted Mortgage Conditions being satisfied in respect of such Mor
on the date of conversion (each such Mortgag@raposed Interest Rate
Converted Mortgage').

PML, as Administrator, may, on each Interest Payment Date, deb
Revenue Ledger and credit the Conversion MRF Discretionary Fund Lt
in accordance with the Revenue Priority of Payments in ordiemtbthe

Conversion MRF Discretionary Fund with the Conversion MRF

Discretionary Amount. PML as Administrator shall transfer amount:
available) from the Conversion MRF Discretionary Fund Ledger to
Conversion Margin Reserve Fund Ledgerthe relevant conversion da
in respect of any Proposed Intsr&ate Converted Mortgagia order that
the Conversion Margin Reserve Fund Ledger is credited with
Conversion MRF Required Amount in respect of such Proposed Int
Rate Converted Mortgage

TherelevantAdministrator may elect to convert a Moage administerec
by it from an Interesbnly Mortgage or, as the case may be, Optic
Repayment Mortgage into a Repayment Mortgage (but not any othel
of mortgage), but not from a Repayment Mortgage into an Interggt
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Insurances:

Administration of the
Mortgage Portfolio:

Mortgage or, as the case mag, Optional Repayment Mortgage (tl
relevant Mortgage after such conversion being referred t6Rs@ayment
Converted Mortgage') and take steps to effect such conversion provi
that following such conversion eith@) the aggregate Current Balance
such Repayment Converted Mortgages in the Mortgage Portfolio (as
date of the conversion and without regard to any prepayment, repaym
redemption following the date of conversion) does not exceed 10 per
of the aggregate Current Balance, as of the Closing Date, of the Mort
included in the Mortgage Portfolio or (ii) where the aggregate Cul
Balance of such Repayment Converted Mortgages in the Mortgage Po
(as at the date of the conversion amithout regard to any prepaymer
repayment or redemption following the date of conversion) does exce
per cent. of the sum dlfie Current Balance, as of the Closing Date, of
Mortgages included in the Mortgage Portfolio the Rating Agencies |
confirmed that the conversion of such Mortgages will not adversely a
the then current ratings of the Rated Notes.

See the sections entitlédey Structural Featured Credit Enhancemen
and Liquidity Suppor® Liquidity support provided by Margin Reserv
Fund' and"Mortgage Administratio® Conversion of Mortgagéselow.

Accordingly, any Interest Rate Converted Mortgage, Repayment Conv
Mortgage or Mortgages converted as part of an arrears manag
programme mayiffer from the Mortgages described undbe section
entitled"The Mortgages

The Sellesrecommend that, in the case of Individual Mortgages, borro
or, in the case of Corporate Mortgages, guarantors, arrange terr
assurance but, the majority of cases, no security will be or has been te
over such assurance. Even if such policies were taken out, in the ¢
Individual Mortgages, borrowers or, in the case of Corporate Mortg:
guarantors, may not have been making paymefliror on time of the
premium due on the relevant policies, which may therefore have le
and/or no further benefits may be accruing thereunder.

The Issuer will be noted on the Block Policy and named as insured i
Mortgage Impairment Contingenciolicy. See the section entitle
"Insurance Coveradéor further information.

For the purposes of this Prospectus:

"Mortgage Documentatiori’ means, in the case of any Individual Mortge
and any Corporate Mortgage, the documents listed in schedule 2 -
Mortgage Sale Agreement or such other documents as may have bee
in connection with such Mortgages, the use of which PMAdsninistrator
determines, in its reasonable opinion, would not adversely affect the
current ratings of the Notes

The Administrators will be appointed by the Selland the Issuer (and
the extent of its interest as sub mortgagee, in certain circumstanci
Trustee) to administeahe Mortgage Portfolio on a dag-day basis. The
appointment of the Administrators may be terminated by the Issuer ¢
Trustee upon the occurrence of Administrator Termination Event witl
respect to either Administratowhich includs:

1 material norperformance;
1 payment defaultand
i aninsolvency Event in relation to an Administrator.

-77 -



Delegation by
Administrator:

Purchase of Mortgage
Portfolio by Portfolio
Option Holder:

provided that if the relevant event has occurreglation to only one of the
Administrators, (x) the event shall (in the case of the relevant event |
an Administrator Termination Event as specified in limb (c) of the defini
thereof) be deemed to be remedied, (y) (in the case of any Adminis
Termination Event) for all purposes under the Relevant Document
Administrator Termination Event shall have occurred and, for the avoid
of doubt, any termination of the Administrators that occurs with immec
effect on the occurrence of an Adminéor Termination Event shall b
deemed not to have occurred and (z) the event shall (in the case
Administrator Termination Event) entitle the appointment of the defaul
Administrator only to be terminated, if the ndafaulting Administrator @

its absolute discretion), gives notice to the Trustee, the Issuer an
Substitute Administrator no later than the date falling 5 days aftel
occurrence of the relevant event and the-defaulting Administrator take:
over all the rights and obligahs under the Relevant Documents of 1
relevant Administrator in relation to which the relevant event occu
(provided that in the case of the relevant event being an Administ
Termination Event under limbs (a), (b), (d) or (e) of the definitiarebf,
the nondefaulting Administrator has remedied the relevant event pric
giving such notice and the natefaulting Administrator certifies to the
effect, which certification the Trustee can rely on without furt
investigation or liability).

EachAdministrator may also resign upon giviegnonthsnotice provided
a replacemergdministrator has been appointed by the Issuer.

In the absence of an Administrator Termination Event, Noteholders ha
right to instruct the Trustee to terminate thepeintment of the
Administratos. Once an Administrator Termination Event has occur
the Most Senior Class of Noteholders may, by Extraordinary Resolt
instruct the Trustet terminate the appointment of the Administrators (.
instruction to the Trustee being subject to its prior indemnification, sec
or prefunding to its satisfaction).

See the section entitletMortgage Administratioh and the risk factor
"Administration by the dministratoss' for further information.

Each Administrator may in some circumstances delegate osceuntract
some or all ofts responsibilities and obligations under the Admiitbn

Agreement. However, eadkdministratorremains liable at all times fo
servicing the Mortgages and for the acts or omissions of any delegi
sub-contractor. The subontractinganddelegatbn arrangemenis respect
of the performance of ghadministrdabn services by eacAdministrator
described in this paragraphall alsoapply to HML upon HML (in its

capacity as Substitute Administrataassuming the performance of tl
administration services as successor Administrafolowing the
occurrence odn Administrator Termination Event.

It is expected that eachdministrator will sub contract its obligations 1
PFPLC following the Closing De.

See the sections entitlédMortgage Administratiori Delegation by the
Administratos’ and "Mortgage Administrationi Termination of the
Appointment of the Administragrfor further information.

The Portfolio Option Holder may, by giving written notice to the Issue
any time after the Portfolio Option Commencement Date, (such notice
given not more than 90 days nor less than 45 days prior to the immec
succeeihg Interest Payment Date), purchase or procure that a Third

Purchaser purchases all (but not part) of the Mortgages on the immec
succeeding Interest Payment Date.
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For the avoidance of doubt, pursuant to the definition of Portfolio Of
Holder, where the Paragon Banking Groloplds (where the RC2 Residu
Certificates are represented by Registered Residual Certificates) 50 pe
or more in number of the RC2 Residual Certificates or (where the
Residual Ceificates are represented by a Global Residual Certificate
beneficial interest in 50 per cent. or more in number of the RC2 Res
Certificates, the Portfolio Option is not exercisable by any party anc
Notes may only be redeemed in accordanck @inditionss(a)to (d).

The Portfolio Option Holdemayexercise the Portfolio Option in accordan
with the terms of the Deed Poll. Neitreny Seller, anylLegal Title Holder
nor any other member of the Paragon Bank Group will provide
representations or warranties in relation to those Mortgages. Thee {siiu
provide limited representations in relation to its title to the Mortgages.

In connection with the exercise of the Portfolio Option, the Portfolio Op
Holder or the Third Party Purchaser (as applicable) will agree with the |
to either (i)deposit an amount equal to the Portfolio Option Purchase |
in either an escrow account in the name of the purchaser or in any
account(including the Transaction Accourds may be agreed between t
Issuer and the Portfolio Option Holder s applicable) the Third Part
Purchaser or (ii) provide irrevocable payment instructions for an arr
equal to the Portfolio Option Purchase Price, provided that such deposi
be made or irrevocable payment instructions shall be given by noHate
(x) four Business Days prior to the Target Portfolio Purchase Compl
Date or (y) such other date as the Issuer, at its sole discretion and the P
Option Holder or (as applicable) the Third Party Purchaser may a
provided further that th@ortfolio Option Purchase Pricer as applicable
irrevocable payment instructions must be received by the Issuer in suft
time to enable the Issuer folly repay the Notes and the accrued inter
pursuant to Conditiorb(e) (Mandatory Redemption in full pursuant to
Portfolio Purchasg

The exercise of the Portfolio Option will also be subject to the follow
conditions:

(@) either (i) each of the purchasers of the legal and beneficial tit
the Mortgages is resident for tax purposes in the United Kingc
or (ii) each of the Issuer, tHeegal Title Holders and the Sellex
having received tax advice (such advice to beinbthprior to the
execution of any binding agreement in relation to the transfe
the Mortgages) from an appropriately qualified and experier
United Kingdom tax adviser in the form and substance satisfa
to it (acting reasonably), or such othendort as may reasonabl
be required by it (including, without limitation, any clearance
other confirmation granted by HM Revenue and Customs
satisfied that sale of legal and beneficial title in the rele
Mortgagesshouldnot expose the IssuehglLegalTitle Holders or
the Selles to a risk of loss in consequence of United Kingd
income tax being required to be withheld from amounts pai
respect of the Mortgages;

(b) either (i) the purchaser of the legal title to the Mortgages ha
the appopriate licences, approvals, authorisations, conse
permissions and registrations (including any approv
authorisations, consents, permissions and registrations requi
be maintained under the FSMA and any rules and regulatiol
the FCA) reguired to administermortgage loans such as tl
Mortgages (thé Relevant Authorisations') or (ii) the purchase
of the beneficial interest in the Mortgages has appointed a sel
who has the Relevaituthorisationsand
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(c) the purchaser of the beneficial interest in bhartgagesshall not
be permitted to transfer the beneficial interest in the Mortgag:
any further purchaser until the transfer of the legal title to
Mortgages in favour of the peiiaser of legal title to the Mortgagq
is perfected unless such transfer of beneficial interest is made
entity which is within charge to UK Corporation tax

The tax advice referred to {@) above shall be obtained at the cost of
Portfolio Option Holder.

In connection with the exercise of the Portfolio Option, the beneficial tit
the Mortgages will be transferred on the Target Portfolio Purc
Completion Date. However, the perfection of the transfer of the legal tit
the Mortgages and the givingf notices of such transfer to the Borrowe
may take placgromptly after the Target Portfolio Purchase Complet
Date.

"Portfolio Option" means the option granted to the Portfolio Option Hol
pursuant to the Deed Poll to tece the Issuer to (x) sell beneficial interest
the Mortgages in the Mortgage Portfolio, and (y) sell legal title or, if, ai
time the option is exercised, the Issuer does not hold legal title t
Mortgages in the Mortgage Portfolio, procure ttiet Legal Title Holders
sell legal title in the Mortgages in the Mortgage Portfolio, to the Portl
Option Holder or a Third Party Purchaser, or (in case of legal title) a nor
of either of them.

"Portfolio Option Commencement Daté meanghe Interest Payment Dal
falling in May 2024.

"Portfolio Option Holder" means, a person other than a Paragon Ban
Group Company (a) (where the RC2 Residual Certificates are represer
Definitive Residual Certificates) the person who holds greater than 5
cent. of the RC2 Residual Certificates or (where the RC2 Rals
Certificates are represented by a Global Residual Certificate) the Re
Certificateholder who holds the beneficial interest in more than 50 per
of the RC2 Residual Certificates or (b) where (i) no person holds greate
50 per cent. of th&kC2 Residual Certificates or, as applicable, benefi
interest in more than 50 per cent. of the RC2 Residual Certificates ar
the Paragon Banking Groulds (where the RC2 Residual Certificates
represented by Defitive Residual Certificates) less than 50 per cent
number of the RC2 Residual Certificates or (where the RC2 Res
Certificates are represented by a Global Residual Certificate) the ben
interest in less than 50 per cent. in number of the R€2dual Certificates
the person who holds the greatest number of the RC2 Residual Certil
or, as applicable, the beneficial interest in the greatest number of the
Residual Certificates. For the avoidance of doubt, where the Pa
Banking Grop holds (where the RC2 Residual Certificates are represe
by Definitive Residual Certificates) 50 per cent. or more in number o
RC2 Residual Certificates or (where the RC2 Residual Certificate:
represented by a Gdal Residual Certificate) the beneficial interest in 50
cent. or more in number of the RC2 Residual Certificates, the Por
Option shall not be exercisable by any party.

"Portfolio Purchase' means a purchase of the Mortgages by either
Portfolio Option Holder or the Third Party Purchaser pursuant to the exe
of the Portfolio Option.

"Target Portfolio Purchase Completion Daté means tke date identified a:
the date on which the Portfolio Purchase is expected to be completed pt
to the terms of the Deed Poll, which, for the avoidance of doubt shall |
Interest Payment Date following the Portfolio Option Commencement [
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Consideration for
purchase by Portfolio
Option Holder:

"Third Party Purchaser' means a third party purchaser of the benefi
and/or legaltitle to the Mortgages as nominated by the Portfolio Op
Holder.

The purchase prigeayable by the Portfolio Option Holder or the Third Pz
Purchaser, as applicable, in respect of the Portfolio Purchase shall
amount equal to the greater of:

(a) the aggregate Current Balance of tMortgages (less any
provisionsin respect thereoffonprising the Mortgage Portfolic
determined as at the Principal Determination Date immedi:
preceding thd arget PortfolicPurchase Completion Date; and

(b) an amount equal to:

0] the amount required by the Issuer to pay in full all amot
payable under item@) to (iv), (vi), (ix), (xi), (xvi), (xviii)
and(xx) of theRevenue Priority of Paymerasd itemg(i)
to (iii) and (vii) (other than any principal repayment
respect of theClass S Notes and the Class S VF
(inclusive) of the Principal Priority of Payments, in e
case on the immediately following Interest Payment Da

less

(i) any Available Revenue and Available Principal otherw
available to the Issuer, (x) excluding aaryounts standing
to the credit of (A) the Class A and Class B Liquid
Reserve Fund and (B) the General Reserve Fund (i
than, in each case, (to the extent there is a debit ot
Principal Deficiency Ledger) the amount of the Class A.
Class B Liqudity Reserve Fund and the General Rese
Fund that is required to be applied as Available Principe
the Target Portfolio Purchase Completion Date to cure
debit on the Principal Deficiency Ledger) and |
determining Available Revenue and Availatfincipal
without the crediting of any Available Revenue to (A) t
Principal Deficiency Ledger (to reduce any balance
respect thereof) or (B) the Principal Ledger in respeahygf
Available Redemption Funds; and

() zero,

in each case, plus (i) theslsets costs and expenses associated \
transferring its interests in any Mortgage to the Portfolio Option Holder «
nominee (if any) and (iij) an amount agreed between the Issuer ar
Portfolio Option Holder in respect of costs anticipated tonberred by the
Issuer after the Target Portfolio Purchase Completion Dh&'Portfolio
Option Purchase Pricé).
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Rating Triggers Table

TRANSACTION OVERVIEW T TRIGGERS TABLES

Transaction Party

Required Ratings

Possible effects of Ratings Trigger
being breached include the
following:

Account Bank

In respect of the Transaction Accour

(a)(i) Shortterm issuer default rating
by Fitch must be at least Fd, (ii)
long-term issuer default rating by
Fitch must be at least Aand long
term unsecured and unsubordinated
debt must be ratkat leastA3 by
Moodys; or

(b) such other ratings as are consistg
with the then current criteria of the
relevant Rating Agency as being the
minimum ratings that are requiréal
support the then rating of the Most
Senior Class of Rated Notes.

PML asAdministrator and the Issuer
will use commercially reasonable
efforts to, within60 calendar days or
such loger perial as the Trustemay
agree, procure the transfer of the
Transaction Account to another bank

See sections entitlddMortgage
Administrationi Reinvestmeruf
Incomé and"Mortgage
Administrationi Payments from
Borrowers' for further information.

PML Collection
Account Bank

PB Collection
Account Bank

In respect of th€ollection Accourd:

(a)(i) Short-term, issuer default rating
by Fitchmust beat least=2 or (ii)
long-term issuer default rating by
Fitch must be at least BBB; and

(b) long-term, ungcured and
unsubordinated debt rdiberated at
least Baa3 by Moody, orsuch ratings
which are consistent with the then
current criteria of Moodyg as being
the minimum ratings that are require
to support the then rating of the Mos
Senior Class of Rated Notes.

PML asAdministrator and théssuer
will use commercially reasonable
efforts to, within60 calendar days or
such bnger period as the Trustegy
agree, procure the transfer of falIL
Collection AccountandPB Collection
Account to another bank.

See sections entitlédMortgage
Adminstrationd Reinvestmeruf
Incomé and"Mortgage
Administrationd Payments from
Borrowers' for further information.

BasisHedge
Providers

(1) (a) Shorterm, issuer default ratin
by Fitch must be at leaBt1; or (b)
either of thederivative counterparty
rating (DCR)(if assigned and
applicable)or long-term issuer default]
rating by Fitch must be at least A; an
either (i) the counterpartysk
assessment (CRA) assigned to the
BasisHedge Provider shall be A3(cr)
or above by Moods; or (ii) the rating
assigned to thBasisHedge Provides
senior unsecured debt shall A& or
above by Mood.

(2) (a) Shorterm, issuer default ratin
by Fitch must be at least F& (b)
either of theDCR (if assigned and
applicable)or long-term issuer default]
ratingby Fitch must be at least BBB
and either (i) the counterparty risk

assessment (CRA) assigned to the

The consequences of breach under
eachBasisHedge Agreement include
a requirement for the relevaBasis
Hedge Provider to post collateral,
replace the relevamasisHedge
Provider, obtain a guarantee of the
relevantBasisHedge Provides
obligations or take such other action
as will result in the rag of the Notes
being maintained or restored.

The consequences of breach under
eachBasisHedge Agreement include
a requirement for the relevaBasis
Hedge Provider to replace the relevg
BasisHedge Provider, obtain a
guarantee of the relevaBasisHedge
Providets obligations or takeuch
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Transaction Party

Required Ratings

Possible effects of Ratings Trigger
being breached include the
following:

BasisHedge Provider shall be
Baal(cr) or above by Mooty or (ii)
the rating assigned to tfBasisHedge
Providets senior unsecured debt sha
be Baalby Moodys.

other action as will result in the ratin
of the Notes being maintained or
restored and, prior to taking such
action, the relevarBasisHedge
Provider may also be required to pog
collateral.

See section entitletHedging
Arrangement$ Ratings oBasis
Hedge Provides and transfer oBasis
Hedge Agreemenitsor further
information.
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Non-Rating Triggers Table

Nature of Trigger

Description of Trigger

Consequence of Trigger

Perfection Events

The occurrence of any of the
following:

(a) the valid service of an
Enforcement Notice or a
Protection Notice (as defined i
the Deed of Charge);

(b) the termination of the
appointment oéach ofPML
andParagon Banks
Administrators under the
Administration Agreement;

(c) perfection is required by an
order of a court or regulatory
authority;

(d) perfection is required as a rest
of anychange in law;

(e) the security created under or
pursuant to the Deed of Charg
or any material part of such
security being in jeopardy in th
opinion of the Trustee and the
Trustee deciding to take actior
to reduce materially such
jeopardy; and

(f) theFinal Maturity Date.

Borrowers under the Mortgages wi
be notified of the sale of Mortgage
to the Issuer and legal title to the
Mortgages will be transferred tbe
Issuer.

Administrator
Termination Events

See the sectioantitled
"Mortgage
Administrationi
Termination of the
appointment of the
Administrators for
further information.

The occurrence of any of the
following:

(a) default by an Administrator in
payment or transfer of amount
due and unremedied for 2
Businesdays after the earlier
of that Administrator becoming
aware of such default and the
receipt of written notice from
the Issuer, a Seller and/or the
Trustee requiring the default tg
be remedied;

Issuer (with the assistance of the
Substitute Administrator Facilitator,
or Trustee may (in the case of
events (a), (b), (c), (d) and (e):

(a) appointthe Substitute
Administrator & successor
Administrator to replackoth
PML and Paragon Bards
Administratos; and

(b) appointasuccessoBubstitute
Administrator; and

the appointment of the
Administrators shall automatically
terminate (in the case of (1) eventg
(f) and (g) and (2) events (a), (d)
and (e) (while HML is appointed ag
Substitute Administrator and is abl
to assume the duties and obligatio
of the Administrators and the non
defaulting Administrator has not
remedied the breach of the
defaulting Admirstrator and has
not taken over the duties of the
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Nature of Trigger Description of Trigger Consequence of Trigger

defaulting Administrator, pursuant
to the proviso described below
under"Description of Triggel)).

(b) material norcompliance byan
Administrator withother
covenants or obligations
unremedied for 14 days after
the earlier of that Administrato
becoming aware of such defay
and the receipt of written notic
from the Trustee requiring the
default to be remedied;

(c) anlnsolvency Event in relation
to any Administrator

(d) anAdministrator fails to
provide the Substitute
Administrator and the Trustee
with the Administrator Report
within one Business Day from
therelevantinterest
Determination Date

(e) the Issuer fails tpay the
principal or interest on the
Notes when it is due and
payable as a result ah
Administrator failing to comply
with the covenants or perform
its other obligations under the
Administration Agreement;

() anAdministrator(or anysub
contractor or delegatef an
Administrator which performs
the relevant servicgsloes not
havethe necessary
authorisatios requirecunder
the FSMA in order to enable it
to perform theadministration
servicesunderthe
Administration Agreemenbr

(9) the Issuer carrying on a
regulated activity in the United
Kingdom in breach of
section19 of the FSMA in
circumstances where the Issug
is not itself so authorised and i
not exempt from being so
authorised.

provided that:

(x) in the case of (a) to (e)
above, if the relevant event has
occurred in relation to only one
of the Administrators, (i) the
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Nature of Trigger

Description of Trigger

Consequence of Trigger

event shall (in the case of the
event specified in (c) above) b
deemed to be remedied (ii) (in
the case of all evenspecified
in (a) to (e) above) for all
purposes under the Relevant
Documents no Administrator
Termination Event shall have
occurred and, for the avoidanc
of doubt, any termination of the
Administrators that occurs with
immediate effect on the
occurrence of an Administrato
Termination Event shable
deemed not to have occurred
and (iii) the event shall (in the
case of all events specified in
(a) to (e) above) entitle the
appointment of the defaulting
Administrator only to be
terminated, if the nodefaulting
Administrator (in its absolute
discretia), gives notice to the
Trustee, the Substitute
Administrator and the Issuer n
later than the date falling 5 day
after the occurrence of the
relevant event and the non
defaulting Administrator takes
over all the rights and
obligations under the Relevant
Documents of the relevant
Administrator in relation to
which the relevant event
occurred (provided that in the
case of the relevant event beir
that specified in (a), (b), (d) or
(e) above, the nodefaulting
Administrator has remedied th
relevant eventnior to giving
such notice and the non
defaulting Administrator
certifies to that effect, which
certification the Trustee can
rely on without further
investigation or liability); or

(y) in the case of (f) or (g)
above, if the relevant event
described infj has occurred in
relation to only one of the
Administrators or in the case o
(9), such event is applicable tg
Mortgages administered by
only one Administrator, the
event shall be deemed to be
remedied and shall not entitle
the appointment of the other

Administrator to be terminated
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Nature of Trigger Description of Trigger Consequence of Trigger

if that other Administrator (in
its absolute discretion), by
giving notice to the Trustee an
the Issuer no later than the dat
falling 5 days after the
occurrence of the relevant
event, under and in accordanc
with the appli@ble terms of the
Administration Agreement,
takes over all the rights and
obligations under the Relevant
Documents of the relevant
Administrator in relation to
which either the relevant event
described in (f) haselevant,
such that the events set out in
(f) and (g) above are no longer
continuing and the other
Administrator certifies to that
effect, which certification the
Trustee can rely on without
further investigation or liability.

Substitute The occurrence of any of the Issuer (with the assistance of the
Administrator following: Substitute Administrator Facilitator
mandatorytermination or the Trustee may:
events (@) the default by the Substitute

Administrator in the (a) appoint a success&ubstitute
See the section entitled performance or observance of Administrator; and
“Mortgage any of its ovenants and _ _
Administration i obligations under the Substitut{ (?) terminate the appointment of
Substitute Administrator Agreement, the existing Substitute
Administratot’ for which is materially prejudicial Administrator.
further information. to the interests of the holders g

theMost Senior Class of Notes
and such default isohremedied
for a period of 30 days after the
earlier of the Suligute
Administrator becoming aware
of such default and receipt by
the Substitute Administrator of
written notice from the Issuer
or, after delivery of an
Enforcement Notice, the
Trustee requiring the same to
remedied,;

(b) the Substitute Administrator
fails to assume the performang
of the Cash Bond Managemen
Services within 5 Business
Days of being notified of the
occurrence of an Administrato
Termination Event;

(c) itis or will become unlawful
for the Substitute Administrato
to perform or comply with any
of its obligations under the
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Nature of Trigger

Description of Trigger

Consequence of Trigger

Substitute Administrator
Agreement; or

(d) an Insolvency Event in relation
to the Substitute Administrator

Substitute
Administratorvoluntary
termination events

See the section entitled
"Mortgage
Administration 1
Substitute
Administratot' for
further information.

The occurrence of any of the
following:

(a) the Issuer fails to make any
payment due to HML on the
due date for payment thereof ¢
within 20 Business Days
thereatfter;

(b) any amendment, addition or

modification is made without

HML's consent to the Relevan

Documents whiclis materialy

prejudicial to HML without an

appropriate increase in its fees
being agreed by HML;

HML no longer holds the
authorisations required for it
lawfully to carry out all the
obligations of the Administrato
contemplated by the
Administration Agreement
and/or tle Substitute
AdministratorAgreement; or

(©

the Administratos fail to
provide (i) certaininformation
to HML and such failure is not
remedied within 1%usiness
days of the date on which such
information is required to be
delivered or requestedij) any
accesso, amongst other things
the Administratos office
space, facilities, equipment,
systems, softwarend staff
then in use by the
Administratos; and(iii) any
co-operationto HML,

(d)

each as requiregnderthe
Substitute Administrator
Agreemen

HML may terminate its appointme
as Substitutédministrator.

Issuer (with the assistance of the
Substitute Administrator Facilitator,
shallappoint a successor Substitut
Administrator.

See the section entitlédlortgage
Administrationi Substitute
Administratot' for further
information.

Required Amount
Trigger

The occurrence of any of the
following:

(a) on any Principal Determination
Date,the then Current Balance
of Mortgages which are more
thanthreemonths in arrears in
aggregate represents morarth

3 per cent. of the then Current

Neither the Class A and Class
Liquidity Reserve Fund nor th
General Reserve Fund shall contin
to amortise, as:

(a) The Class A and Class B
Liquidity Reserve Fund
Required Amount shall become
an amount equal tb.5 per cent.
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Nature of Trigger

Description of Trigger

Consequence of Trigger

Balances of all of the Mortgage
in the Mortgage Portfolio; or

(b) onany Interest Payment Date,
the aggregate amount debited
the Principal Deficiency Ledge
in respect of enforcement of
Mortgages since the Closing
Date exceeds per cent. of the
Initial Principal Amount of the
Notes (excluding for such
purposes the ClasS Notes and
the Class S VFN)

of the aggregate current
Principal Amount Outstanding
of the Class A Notes the Class
A2 Notesand Class B Notes on
the Interest Payment Date
immediately preceding the date
on which the Required Amount
Trigger occurredfpllowing the
applicationof Available
Redemption Fundsn such
Interest Payment Date); and

(b) TheGeneral Reserve Fund
Required Amounshall become
an amount equal tb.5 percent
of the aggregate current
Principal Amount Outstanding
of theClass C Notes and Class
D Noteson the Interest Paymen
Date immediately preceding th
date on which the Required
Amount Trigger occurred
(following the application of
Available Redemption Funds o
such Interest Payment Date).
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TRANSACTION OVERVIEW 1 FEES

The following table sets out the -going fees to be paid by the Issuer to gagtiesto the Relevant

Documents

Type of Fee

Amount of Fee Priority in Cashflow

Frequency

Administration Fee

Substitute
Administrabr
Commitment lee

Issue Services Provide
Fees

Other fees and
expenss of the Issuer

Ahead of all
outstanding Notes

0.20per cent. per
annum of Interest
Charging Balance of
Mortgagesin the
Mortgage Portfolio
administered by the
relevant Administrator
(inclusive of any VAT
where the
Administrator is PML
or PB and exclusive of
any VAT upon the
appointment of the
Substitute
Administrator)

The greater of (a) Ahead of all
£8,000per annum and outstanding Notes
(b) 0.004per cent. per

annum of the daily

average Interest

Charging Balance of

Mortgagesin the

Mortgage Portfolio

during the relevant

annual period

(exclusive ofanyVAT)

Subordinated to all
outstanding Notes

Estimated at
£1,650,00Q0exclusive
of anyVAT) in respect
of the repaymentf the
expenses paid by the
Issue Services Provide
in connection with the
issue of the Notes

Estimated at £2,000 Ahead of all
each year (exclusive of outstanding Notes
VAT)

Quarterly in arrear on
each Interest Payment
Date

Annually in advance or
the Closing Date and
thereafter (following
the anniversary of the
Closing Date) on the
Interest Payment Date
falling in Augustof
each year

Quarterly in arrear on
each Interest Payment
Date over a period of
four years from the
Closing Date

Quarterly in arrear on
each Interest Payment
Date

United Kingdom alue added taX'VAT ") is currently chargeable at 20 per cent.
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CERTAIN REGULATORY D ISCLOSURES

PFPLCas originatorwill retain a material net economic interestraft less tharb per cent. in thén
accordance with the text @iticle 6 of the Regulation (EU) 2017/2402 (tHgecuritisation Regulation™)
(which does not take into account any corresponding national mea&®FB£Cis a related entitgf PML
and Paragon Barénd other entities which are subsidiaries of Par&pmkingGroup PLC (‘PBG") and
each ofwhich originally entered intthe Mortgages.

As at the Closing Date, such interest will be comprised of an interest irtlaastof Notesis required by
the text ofArticle 6 of the Securitisation RegulatiorSuch retention requiremenilMbe satisfied by the
holding of 5per cen of the Clas Al Notes the Class A2 Noteshe Class B Noteshe Class C Wtes the
Class D Notesthe Class Z Notes, the Class S Notes thiedClass S VFNin each case by PFPLC. Any
change to the manner in which such interest is retained wilbtiéed to Noteholders in the immediately
following investor report.

Each prospective investor is required to independently assess and determine the sufficiency of the
information described above and in this Prospectus generally for the purposes ofingmijly Articles

6(1), 6 (3)@) and 7(1)(e)(iii)) of the Securitisation Regulatiand any other risk retention requirements
applicable to each category of investors and none of the Issudrrémgers any Joint Lead Manageor
anypartyto a RelevanDocumenimakes any representation that the information described above or in this
Prospectusr any investor report or loan level data that is published in relation to the Ncig$icient in

all circumstances for such purposksaddition, each prospgve investorshould ensure that they comply

with the implementing provisions in respectAaticle 5 of the Securitisation Regulatiqincluding any
regulatory technical standards, implementing technical standards and any other implementing provisions in
their jurisdiction). Investors who are uncertain as to the requirements which apply to them in respect of
their relevant jurisdiction, should seek guidance from their regulator.

For further information please refer to the Risk Factor entitRejulatory initiatives may result in
increased regulatory capital requirements and/or decreased liquidity in respect of thé,NigeRisk
Factor entitled European Securitisation Regulatidrend the section entitléd’he Mortgages

PML hasundertaken to the Issuer that it, on behalf of the Issuer (as the designated entity under Article 7(2)
of the Securitisation Regulation), shall use all reasonable efforts to provide the information to the competent
authorities, to Noteholders and (upon uest) potential investors as required by Article 7(1) of the
Securitisation Regulation in a manner consistent with Article 7(2) of the Securitisation Regulation, subject
always to any requirement of law, and provided that, (i) PML will not be in breasincbfundertaking if

PML fails to so comply due to events, actions or circumstances beyond PML's control; and (ii) PML is only
required to do so to the extent that the retention and disclosure requirements under Articles 6 and 7 of the
Securitisation Reguten remain in effect

PFPLC has covenantetder the Risk Retention Deed of Coventarthe Issuer and the Trustee (on behalf
of itself and the Noteholders) that it will, at all relevant times comply with the obligations of Article
7(1)(e)(iii) of the Seuritisation Regulation by confirming the risk retention of PFPLC as contemplated by
Articles 6(3)@) of the Securitisation Regulation.

For the purposes of Article 7(2) of the Securitisation Regulationssiverhas been designated as the entity
responsite for compliance with the galirements of Article 7 of th&ecuritisation Regulation and will
either fulfil such requirements itself or shall procure that such requirements are complied with on its behalf.

PFPLChas provided corresponding undertalsagth respect to the provision of such investor information

and the interest to be retainedRiyPLCas specified to (i) the Trustee on behalf of the Noteholders pursuant

to theRisk RetentiorDeed of Covenardnd (ii) the Joint Lead Managers in the Subscription Agreement.
The Trustee shall have the benefit of certain protections contained in the Trust Deed in relation to the
compliance oPFPLCwith its undertakings. For further information on the requiremesterred to above

and the corresponding risks (including the risks arising from the current absence of any corresponding final
technical standards to assist with the interpretation of the requirements) please refeRisk feector
entitled"The Truste may assume performance asdot obliged to act in certain circumstantes
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Information Regarding the Policies and Procedures of the Seller

The Selles have internal policies and procedures in relation to the granting of mortgage loans,
administration 6 creditrisk bearing portfolios and risk mitigation, which include: (a) criteria for the
granting of mortgage loans and the process for approving, amending, renewingiaadaieag mortgage

loans (se€The Mortgages Information on the Mortgages Geneal" and"Lending Guideliney; (b)

systems in place to administer and monitor the mortgage loans and exposures (the Mortgages will be
serviced in line with the usual servicing procedures of the Séllsee"Mortgage Administratiot); (c)
adequate diveification of the Sders mortgage loan books, given the Selléasget market and overall

credit strategy (se€The Provisional Mortgage Pdft and (d) written policies and procedures in relation

to risk mitigation techniques (séblortgage Administratiohand”Lending Guidelingy.

Volcker Rule

The Issuer is of the view that it is not now, and immediately following the issuance of the Nbteg an
application of the proceeds thereof it will not bécavered fund as defined in the regulations adopted
under Section 13 of the Bank Holding Company Act of 1956, as amended, commonly known as the
"Volcker Rulé. Although othe exclusions may be available to the Issuer, this view is based on the
exemption provided in Section 3(c)(5)(C) of the Investment Company Act.
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KEY STRUCTURAL FEATU RES
CREDIT ENHANCEMENT AND LIQUIDITY SUPPORT

The Notes arebligations of the Issuer only and will not be the obligations of, or the responsibility of, or
guaranteed by, any other party. However, there are a number of features of the transaction which erhance
the likelihood of timely receipt of payments by thet&lwlders, as follows:

i Available Revenue is expected to exceed interest due and payable on the Notes and senior costs
and expenses of the Issuer and the retention of the Issuer Profit Amount.

1 A Class A andClassB Liquidity Deficit may be funded byhe Class A andClassB Liquidity
Reserve Fund.

i A Revenue Deficit may be funded theiGeneral Reserve Fuifsubject to, in the case of the Class
C Notes and the Class D Notes, the debit balance of the Principal Deficiency Ledger not exceeding
certain limits).

i A Senior Expenses Defiaihaybe funded bysubject to, in the case of the Class B Notes, the debit
bdance of the Principal Deficiency Ledger not exceeding certain lifarigcipal Receipts.

i The subordination of payments of interest and principathenunior classes oNotes and the
deferral of interest payments tirejunior classes dflotes where théssuer has insufficient funds
to pay such amounts.

i On or aftethe StepUp Date, all Available Revenue after provision for or payment of i{@nts
(xviii) of the Revenue Priority of Payments will be applied in or towards the redemption of the
RatedNotes(in accordance wititem (xix) of the Revenue Priority of Payments)

i Principallosseon the Mortgage Portfoliand/or the application of PrincipBeceiptdo fund any
Serior Expenses Deficibn an Interest Payment Date will be allocated to the Notes by an entry in
the Principal Deficiency Ledger.

i Principal losses recorded in the Principal Deficiency Ledgsibe reduced to the extent of excess
Available Revenue

1 Amounts may be drawn under tlidass SVFN to, at the discretion of th€lass S VFN Holder
fund theGeneral Reserve Fum, as the case may be, the Class A@ladsB Liquidity Reserve
Fundand to credit an amount to the Principal Deficiency Ledger to remove any debit thereon,
from time to time The repayment of the amounts drawn undelCllass SVFN is subordinated
to payments on the Notes.

1 The QuarterlyMRF Release Amouriif any) will be debited from the Mortgage Margin Reserve
Fund and applied as Available Revenue.

i The Interest Rate Converted Mortgage Release Amount (if any) will be debited from the
Conversion Margin Reserve Fund and applied as Available Revenue.

i The Issuer will enter o the Basis Hedge Agreements to hedge against the possible variance
between thdixed interest rates due and payableboyrowers on the Fixed Rate Mortgages and
the interespayablein respect of the Notes.

Each of these factors is considered in moraitbelow.
Credit Support for the Notes provided by credit balance on the Revenue Ledger

It is anticipated that, during the life of the Rated Notes, the interest paydtmerbwers on the Mortgages
will be sufficient so that the Available Revenue will cover the amounts payable under(ijteméxii)
(inclusive) of the Revenugriority of Payments.

To the extent that on any Interest Payment Date prior to the service of an Enforcement Notice by the Trustee
to the Issuer, in respect dfet Notes the credit balance on the Revenue Ledger exceeds the aggregate of the
payments and provisions required to be met in priority to (t9raf the Revenue Priority of Payments,
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such excess (after making payments or provisions of a higher priority) is available to be applied towards
reducing any debit balance on the Principal Deficiency Letdgiie extent that such debit balarseeeds

the aygregate Principal Liability Outstanding of the Class B NdtesClass C Notes, the Class D Notes

and the Class Z Notes

To the extent that on any Interest Payment Date prior to the service of an Enforcement Notice by the Trustee
to the Issuer, in respecf the Notes the credit balance on the Revenue Ledger exceeds the aggregate of the
payments and provisions required to be met in priority to {igii) of the Revenue Priority of Payments,

such excess (after making payments or provisions of a higher priority) is available to be applied towards

reducing any debit balance on the Principal Deficiency Letigiiie extent that such debit balaeseeed

the aggregate Principal Liability Outstanding of the Class C Notes, the Class D Notes and the Class Z Notes

To the extent that on any Interest Payment Date prior to the service of an Enforcement Notice by the Trustee
to the Issuer, in respect of the Wsthe credit balance on the Revenue Ledger exceeds the aggregate of the
payments and provisions required to be met in priority to {t9raf the Revenue Priority of Payments,

such excess (after making payments or provisions of a higher priority) is available to be applied towards
reducing any debit balance on the Principal Deficiency Letdgiie extent that such debit balaeseeeds

the aggregat Principal Liability Outstanding of the Class D Notes and the Class Z.Notes

To the extent that on any Interest Payment Date prior to the service of an Enforcement Notice by the Trustee
to the Issuer, in respect of the Notes the credit balance on theurelvedger exceeds the aggregate of the
payments and provisions required to be met in priority to {p@inof the Revenue Priority of Payments,

such excess (after making payments or provisions of a higher priority) is available to be applied towards
reducing any debit balance on the Principal Deficiency Ledger to the extent that such debit balance exceeds
theaggregate Principal Liability Outstandingtbg Class Z Notes

To the extent that on any Interest Payment Date prior to the service of an Enforcement Notice by the Trustee
to the Issuer, in respect of the Notes the credit balance on the Réeslyse exceeds the aggregate of the
payments and provisions required to be met in priority to (tanof the Revenue Priority of Payments,

such ecess (after making payments or provisions of a higher priority) is available to be applied towards
reducing any remaining debit balance on the Principal Deficiency Ledger (taking into account any reduction
of the debit balance of the Principal Deficieriadger under item&), (viii) , (x) and(xii) of the Revenue

Priority of Payments).

To the extent that on any Interest Payment Date prior to the enforcement of the Notes the credit balance on
the Revenue Ledger exceeds the aggregate of the payments and provisions (required to be met in priority
to item(vii)) in the Revenue Priority of Payments, such excess (after making payments or provisions of a
higher priority), to the extent that it is sigfent, is available to replenish the Class A and Class B Liquidity
Reserve Fund to the Class A and Class B Liquidity Reserve Fund Required Amount.

To the extent that on any Interest Payment Date prior to the enforcement of the Notes the credit balance on
the Revenue Ledger exceeds the aggregate of the payments and provisions (required to be met in priority
to item(xiv) in the Revenue Priority of Bments, such excess (after making payments or provisions of a
higher priority)), to the extent that it is sufficient, is available to replenistGieeral Reserve Furd the

General Reserve Fund Required Amount

Subordination of the junior classes of Nes

Payments of interest and principal on the Class S VFN are subordinated at all times in right of payment to
the Rated Notes, the Class Z Notes and the Class S Notes save that principal may be repaid in respect of
the Class S VFN at any time from Available\Rnue (to the extent available) in accordance with item

(xxiv) of the Revenue Priority of Payments. On and following the-Bfgpate, Available Bvenue will

be applied to payments of principal on the Rated Notes prior to payment of interest on the Class S VFN and
any repayment of principal in respect of the Class S VFN pursuant t¢xkivh of the Revenue Priority

of Payments.

Payments of interest and principal on the Class S Notes are subordinated at all times in right of payment to
the Rated Notes and the Class Z Notes save that primegyabe repaid in respect of the Class S Notes at

any time from Available Revenue (to the extent available) in accordance witlixx@mof the Reenue

Priority of Payments, subject to such principal payment not reducing the Principal Liability Outstanding of
the Class S Notes below the aggregate of the General Reserve Fund Required Amount and the Class A and
Class B Liquidity Reserve Fund Requirkthount on the relevant Interest Payment Date. On and following
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the StepUp Date, Available Revenue will be applied to payments of principal on the Rated Notes prior to
payment of interest on the Class S Notes and any repayment of principal in respecClaisthS Notes
pursuant to itenfxxii) of the Revenue Priority of Payments.

Therefore, prior to the Stegp Date or the service of an EnforcemBlutice, the Class S Notes and the

Class S VFN may be redeemed prior to the ClabfN#tes,the Class A2 Noteghe Class B Notes, the

Class C Notes, the Class D Notes and the Class Z Notes, as principal on the Class S Notes and the Class S
VEN is repaid though the Revenue Priority Payments

Payments of interest and principal on the Class Z Notes are subordinated at all times in right of payment to
the Rated Notes. On and following the Stép Date, Available Revenue will be applied to payments of
principal on the Rated Notes prior to payment of interest on the Class Z Notes.

Payments of interest on the Rated Notes will be paid in Sequential Order so that payments on the Class D
Notes, the Class C Notes and the Class B Notes will be subordingiagn@nts on the Class A Notes,
payments on the Class D Notes and the Class C Notes will be subordinated to payments on the Class B
Notes and payments on the Class D Notes will be subordinated to payments on the Class C Notes, in
accordance with the relevigpayments priorities.

Prior to the service of an Enforcement Noticayments of principal on the Rated Notes will be paid in
Sequential Order so that payments @Qlass D Notes, the Class C Notes, the Class B Notes and the Class
A2 Notes will be subatinated to payments on the Class Al Notes, payments on the Class D Notes, the
Class C Notes and the Class B Notes will be subordinated to payments on the Class A2 Notes, payments
on the Class D Notes and the Class C Notes will be subordinated to paymémesCass B Notes and
payments on the Class D Notes will be subordinated to payments on the Class C Notes, in accordance with
the relevant payments priorities.

Following the service of an Enforcement Notice, payments of principal on the Rated Notes paltl so

that payments on the Class D Notes, the Class C Notes, the Class B Notes will be subordinated to payments
on the Class A Notes, payments on the Class D Notes and the Class C Notes will be subordinated to
payments on the Class B Notasdpaymens on the Class D Notes will Babordinated to payments on

the Class C Notef accordance with the relevant payments priorities.

Deferral of interest payments on the Notes
On each Interest Payment Date interest will be due and payable on each classof No

Any shortfall in payments of Normal Interest oclassof Notes (other than Normal Interest in respect of
the Most Senior Class of Notgthat arises as a result of the Issuer not having sufficient funds to pay the
relevant Normal Interest asuch tassof Notes will be deferred until the Interest Payment Date on which
the Issuer has sufficient funds to pay such shortfall and the Nortead$h scheduled to be paid on such
Interest Payment Date ftimat class of Notes will be increased to take account of any such deferral and the
payment of Additional Interest. Subject as set out below, payments of Normal InteresMusti&enior
Classof Notescannot be deferred and, if they remain unpaid 15 days following the relevant Interest
Payment Date, will trigger an Event of Defaultonpayment of Deferred Interest and/or Additional
Interest in respect of any class of Notes that has becomkldke Senior Class of Notes (following
redemption in full of Class A Notes) will not trigger such an Event of Default.

The deferral of Normal Interest on adkass of Notegother than théost Senior Class of Notgandthe
Deferred Interest and Additiohlterestthereonin respect of any class of Notedll continue until the

first date upon which the whole Principal Liability Outstanding in respect of the relevant class of Notes
becomes due for redemption, and if there is insufficient money availpiaytinterest on anglass of
Notes(other tharNormal Interest in respect ttie Most Senior Class of Notgshe respective holders of
such Notes may not receive all interest amounts payable ogslagstof NotesUntil such date, the deferral

of Normal Interest (other than Normal Interest onlthest Senior Class of Notgandthe Deferred Interest

and Additional Intereghereonin respect of any class of Notedl not constitute an Event of Default.

If there is insufficient money available to theslier to pay interest on any class of Notes, then the relevant
Noteholders may not receive all Normal Interastd/or the Deferred Interest and Additional Interest
thereon
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Principal losses are allocated in the Principal Deficiency Ledger

On each Principal Determination DaBML asAdministrator will determine the amount prfincipallosses
on the Mortgage Portfolio.

A Principal Deficiency Ledger will be established on the Closing Date in order to record principal losses
on the Mortgagesral/or the application of Available Principal to fund any payments of interest on the
Rated Notes on an Interest Payment Date.

Principal losses on the Mortgages in the Mortgage Portfolio and the amount of any P jtain
Amountsapplied to fund a Séor Expenses Deficit will be recorded as a debit to the Principal Deficiency
Ledger.

Amounts allocated to the Principal Deficiency Ledger shall be reduced to the extent of Available Revenue
available for such purpose on each Interest Payment Date in aocerdith the Revenue Priority of
Payment to reduce the debit balance to zero.

Available Revenue allocated as described above will be applied in or towards redemption of the relevant
class of Notes as Available Principal in accoawith the Principal Rority of Payment.

Application of Available Revenue to redeem the Notes following the -&tpate

On each Interest Payment Date falling on or after the-Spepate, all Available Revenue after provision
for or payment of item§) to (xviii) of the Revenue Priority of Payments will not be applied to payment of
items (xx) to (xxviii) of the Revenue Priority of Payments but shall instead be applied as Additional
Available Redemption Funds to fund the redemption oRdtedNotes in Sequential Order until each class
of RatedNotes have been redeemed in full (as provided in k&) of the Revenue Priority of Payments).

Class A and Class B Liquidity Reserve Fund and Class A and Class B Liquidity Reserve Fund Ledger

On the Closing Date, the Issuer will establish a fund which will be credited with the Class A and Class B
Liquidity Reserve Fund Required Amount from part of the proceeds ofCthes SNoteholders
subscription for the Class S Notes on the Closing Dae"Elass A and Class B Liquidity Reserve

Fund") to provide liquidity support (and ultimately, credit enhancement) for the Cthsktes the Class

A2 Notesand the Class B Notes. The Class A and ClasmBidity Reserve Fund will be deposited in the
Transaction Account (with a corresponding credit being made to the Class A and Class B Liquidity Reserve
Fund Ledger).

At any time during an Interest Period, PML as Administrator may use amstantiing to the credit of the

Class A and Class B Liquidity Reserve Fund (debiting the Class A and Class B Liquidity Reserve Fund
Ledger) to pay: (a) any amount payable by the Issuer to a Borrower (other than Mandatory Further
Advances or Discretionary Rhwer Advances) under the terms of the Mortgage to which that Borrower is

a party or by operation of law; and (b) any amounts due and payable by the Issuer in the course of its
business to third parties other than the Sellers, the Issue Services ProeitfaplesCorporate Services
Provider, the Paragon Corporate Services Provider, any Basis Hedge Provider, the Account Bank, any
Hedge Collateral Custodian, the Class S VRMgistrarand the Administrators (or the Substitute
Administrator or the Substitusdministrator Facilitator) (thélntra -period Amounts") (to the extent that

there are no amounts standing to the credit of the Revenue Ledger).

On each Mortgage Payment Date (other than an Interest Payment Date) PML as Aatonistbehalf

of the Issuer shall credit the Class A and Class B Liquidity Reserve Fund Ledger from amounts standing to
the credit of the Revenue Ledger on that date (debiting the Revenue Ledger) an amount equal to the lesser
of (i) the Intraperiod Amounts described in the paragraph immediately above which have been debited to
the Class A and Class B Liquidity Reserve Fund Ledger since the immediately preceding Mortgage
Payment Date and (ii) the amount which would result in the Class A and Class Bitkig#derve Fund

Ledger being equal to the Class A and Class B Liquidity Reserve Fund Required Amount applicable on the
immediately preceding Interest Payment Date.

On each Interest Payment Date:

(a) there shall be transferred to the Class A and Class B lifigidserve Fund (crediting the Class
A and Class B Liquidity Reserve Fund Ledger) from amounts standing to the credit of the
Revenue Ledger on that date (debiting the Revenue Ledger) an amount equal to qugyibdra
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Amounts which have been debited e tClass A and Class B Liquidity Reserve Fund Ledger
during the Interest Period in question and (if relevant) in respect of which the Class A and Class
B Liquidity Reserve Fund has not been replenished on an earlier Mortgage Payment Date during
the InteresPeriod in question provided that the amount of the Class A and Class B Liquidity
Reserve Fund shall not, on any Interest Payment Date, exceed the Class A and Class B Liquidity
Reserve Fund Required Amount applicable on that Interest Payment Date; and

(b) up to but excluding the Class B Redemption Date, the Class A and Class B Liquidity Reserve
Fund will be replenished up to the Class A and Class B Liquidity Reserve Fund Required Amount
from Available Revenue (to the extent available and following applicafi@mounts standing
to the credit of the Revenue Ledger pursuant to paradegmbove) in accordance with the
provisions of the Revenue Priority of Payments.

Following the determination ML asAdministrator on each Principal Determination D&tead no later

than one Business Day from the Interest Determination Dape)}o but exalding the Principal
Determination Date immediately preceding the Class B Redemption Date of the Class A and Class B
Liquidity Reserve Fund Required Amount in respect of the immediately following Interest Payment Date,
PML asAdministrator shall determin@vhere no amounts are required to be credited to the Class A and
Class B Liquidity Reserve Fund Ledgmirsuant to the paragraphs ababe)Class A and Class B Liquidity
Reserve Fund Excess Amount to be applied as Available Revenue on the immediatelpddiberest
Payment Date (if any).

On each Interest Payment Date up to but excluding the Class B RedemptioRNbatas Administrator
will apply as Available Revenue the Class A and Class B Liquidity Reserve Fund Excess Amount (as
determined on the imndétely preceding Principal Determination Date).

On any Principal Determination Date up to and including the Principal Determination Date immediately
preceding the Class B Redemption Date (prior to the service of an Enforcement (dotitad later than

one Business Day from the Interest Determination Datehe Administrator determines that on the
immediately following Interest Payment Date, there would be a Class A and Class B Liquidity Deficit, the
Administrator will apply on such Interest Paymenté@®an amount from the Class A and Class B Liquidity
Reserve Fund equal to the lesser of:

(@) theamount standing to the credit of the Class A and Class B Liquidity Reserve Fund Ledger on
such Interest Payment Date (for the avoidance of doubt, prior @maoynts being debited from
the Class A and Class B Liquidity Reserve Fund Ledger on such Interest PaymentuDate)
following the crediting to the Class A and Class B Liquidity Reserve Fund Ledger afreounts
in respect of the reimbursement of Infraiod Amounts debited from the Class A and Class B
Liquidity Reserve Fund Ledger as described aband

(b) the amount of suc@lass A and Class B Liquidity Deficit,

(such amount being tHe&Class A and Class B Liquidity Reserve Fund Release Amouht in meeting

such Class A and Class B Liquidity Deficit against the relevant items in the Revenue Priority of Payments
in the order that they appear in the Revenue Priority of Payments (any such tortmudebited from the

Class A and Class B Liquidity Reserve Fund Ledger immediately prior to the application of any General
Reserve Fund Release Amount, any Principal Addition Amounts and Available Revenue pursuant to the
Revenue Priority of Payments ouch Interest Payment Date).

On the Class B Redemption Date only, all amounts standing to the credit of the Class A and Class B
Liquidity Reserve Fund (after first having applied any Class A and Class B Liquidity Reserve Fund Release
Amount in meeting angZlass A and Class B Liquidity Deficit against the relevant items in the Revenue
Priority of Payments in the order they appear in the Revenue Priority of Payments and debiting such amount
from the Class A and Class B Liquidity Reserve Fund Ledger) willppéieal as Available Revenue in
accordance with the Revenue Priority of Payments.

In this Prospectus:

The"Class A and Class B Liquidity Deficit' shall be, on any Interest Payment Date, an amount equal to
any sortfall in Available Revenue (where such Interest Payment Date falls on the Class B Redemption
Date, excluding item(f), (g) and (h)of the definitionof Available Revenugto pay:
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(a) the amounts referred to in iterfisto (iv) in the Revenue Priority dfayments (in the same order
of priority as set out in the Revenue Priority of Payments); and

(b) the amounts referred to in itefwi) in the Revenue Ririty of Payments.

The"Class A and Class B Liquidity Reserve Fund Excess Amouhshall be, on each Interest Payment

Date up to but excluding the Class B Redemption Date, all amounts standing to the credit of the Class A
and Class B Liquidity Reserve Fund in excess of the Class A and Class B Liquidity Reserve Fund Required
Amount on sah Interest Payment Date (prior to any amounts being debited from or credited to the Class
A and Class B Liquidity Reserve Fund Ledger on such date) and, on each other Interest Payment Date, zero.

The"Class A and Class B Liquidity Reserve Fund Required mount" means:
(@) on any Interest Payment Date falling prior to the Class B Redemption Date:

0] if a Required Amount Trigger has not occurred prior to the Principal Determination Date
immediatey preceding such Interest Payment Date, an amount eqieb per cent. of
the aggregate current Principal Amount Outstanding of the Claséofes the Class A2
Notesand Class B Notes prior to the application of Available Redemption Funds on such
Interest Payment Date; and

(i) if a Required Amount Trigger has occurred prior to the Principal Determination Date
immediately preceding such Interest Payment Date, an amount edu&lper cent. of
the aggregate current Principal Amount Outstanding of the Claséofes the Class A2
Notesand Class B Notes on the Interest Payment Date immediately preceding the date on
which the Required Amount Trigger occurredlibwing the application of Available
Redemption Funds on such Interest Payment Date); and

(b) on any Interest Payment Datdlifag on or after the Class B Redemption Date, zero.

The "Class B Redemption Daté means the Interest Payment Date in respect of which PML as
Administrator determines on the immediately preceding Principal Determination(@weteno later than

one Business Day from the Interest Determination Diéitat, following the application on sudhterest
Payment Date of (i) Available Revenue in accordance with the Revenue Priority of Payments, (ii) any Class
A and Class B Liquidity Reserve Fund Release Amounts in meeting any Class A and Class B Liquidity
Deficit against the relevant items in tRevenue Priority of Payments in the order that they appear in the
Revenue Priority of Payments, teem of the Class B Available Redemption Funds would be sufficient to
redeem in full the Class B Notes on such Interest Payment Date.

A "Required Amount Trigger" occurs if:

(@) on ary Principal Determination Datehe then Current Balances of Mortgages which are then
more than iree months in arrears in aggregate constitute more gpar cent. of the then
aggregate Current Balamof all Mortgages in the Mortgage Portfolio (and for these purposes a
Mortgage will be more thatihreemonths in arrears at any time if, at such time, amountéingta
in aggregate more than thrémes the then current monthly payment due from the borrower
under such Mortgage have not been paid and/or have been capitalised within the 12 months
immediately preceding such time); or

(b) on any Interest Payment Date, the aggregate amount debited tinttipaPDeficiency Ledger
in respect of enforcement of Mortgages since the Closing Date exteedsent. of the Initial
Principal Amount of the Note@xcluding for such purposes the Class S Notes and the Class S
VFN).

As limb (a)(ii) of the definitionof Class A and Class B Liquidity Reserve Fund Required Amount calculates
such Class A and Class B Liquidity Reserve Fund Required Amount on the basidointipal Amount
Outstanding of the ClassiANotes the Class A2 Noteand Class B Notes on theténest Payment Date
immediately preceding the date on which the Required Amount Trigger occurred, this fix&dasch

and Class B Liquidity Reserve Fund Required Amauith the consequence thiie Class A and Class B
Liquidity Reserve Fund Excess Amnmat (that is released to Available Revenue until the Class B
Redemption Dadewill be zera Consequently, the occurrence of a Required Amount Trigger will prevent
amortisation of the Class A and Class B Liquidity Reserve Fund until the Class B Redengtéion D

-08-



The"Mortgage Payment Daté means the last Business Day of each calendar month or such other date as
may be agreed with the relevant Borrower from time to time.

General Reserve Fund and General Reserve Fund Ledger

Onthe Closing Date, the Issuer will establish a fund which will be credited with the General Reserve Fund
Required Amount from part of the proceeds of the Class S Notehddbsgription for the Class S Notes

on the Closing Date (th&General Reserve Funt]) to provide liquidity support (and ultimately, credit
enhancement) for the Rated Notes. The General Reserve Fund will be deposited in the Transaction Account
(with a corresponding credit being made to the General Reserve_Edgdr).

At any time during an Interest Period, PML as Administrator may use amounts standing to the credit of the
General Reserve Fund (debiting the General Reserve Fund Ledger) to paefitcaAmounts (to the

extent that there are no amounts standinthe credit of the Revenue Ledger or the Class A and Class B
Liquidity Reserve Fund Ledger).

On each Mortgage Payment Date (other than an Interest Payment Date) PML as Administrator on behalf
of the Issuer shall credit the General Reserve Fund Ledger dmounts standing to the credit of the
Revenue Ledger on that date (debiting the Revenue Ledger) an amount equal to the lesser of (i) the Intra
period Amounts described in the paragraph immediately above which have been debited to the General
Reserve Futh Ledger since the immediately preceding Mortgage Payment Date and (ii) the amount which
would result in the General Reserve Fund Ledger being equal to the General Reserve Fund Required
Amount applicable on the immediately preceding Interest Payment Date.

On each Interest Payment Date:

(a) there shall be transferred to the General Reserve Fund (crediting the General Reserve Fund
Ledger) from amounts standing to the credit of the Revenue Ledger on that date (debiting the
Revenue Ledger) an amount equal to arsatperiod Amounts which have been debited to the
General Reserve Fund Ledger during the Interest Period in question and (if relevant) in respect
of which the General Reserve Fund has not been replenished on an earlier Mortgage Payment
Date during the Intest Period in question provided that the amount of the General Reserve Fund
shall not, on any Interest Payment Date, exceed the General Reserve Fund Required Amount
applicable on that Interest Payment Date; and

(b) up to but excluding the Final Redemption ahe General Reserve Fund will be replenished up
to the General Reservind Required Amount from Available Revenue (to the extent available
and following application of amounts standing to the credit of the Revenue Ledger pursuant to
paragraph (a) aboy@ accordance with the provisions of the Revenue Priority of Payments.

Fdlowing the determination by PML asdministrator on each Principal Determination D@ted no later

than one Business Day from the Interest Determination DagpeXo and includingthe Principal
Determination Date immediately preceding the Final Redemption Date dbe¢heral Reserve Fund
Required Amounin respect of the immediately following Interest Payment DRakél. as Administrator

shall determinéwhere no amounts are required to be credited to the General Reserve Fund Ledger pursuant
to the paragraphs abovile General Reserve Fund Excess Amdiantapplication as Available Revenue

on the immediately following Interest Payment Date (if any).

Oneach Interest Payment Date up to and including the Final RedemptiorPDit@sAdministrator will
apply as Available Revenue tfBeneral Reserve Fund Excess Amaastdetermined on the immediately
preceding Principal Determination Date).

On any Principl Determination Datéand no later than one Business Day from the Interest Determination
Date up to and including the Principal Determination Date immediately preceding the Final Redemption
Date (prior to the service of an Enforcement NoticePML as Administrator determines that on the
immediately following Interest Payment Date, there would be a Revenue Deficitving application of

the Class A and Class B Liquidity Reserve Fund Release Amaodthe crediting to the General Reserve
Fund Ledgeiof any amounts in respect of the reimbursement of -pérésod Amounts debited from the
General Reserve Fund Ledger as described 3pBWL as Administrator will apply on such Interest
Payment Date an amount from {Beneral Reserve Furedjual to the leser of:

-99-



(@) the amount standing to the credit of theneral Reserve Fund Ledgar such Interest Payment
Date; and

(b) the amounbf such Revenue Deficit,

(such amount being th&Seneral Reserve Fund Release Amouf}t in meeting such Revenue Deficit
against the relevant items in the Revenue Priority of Payments in the order that they appear in the Revenue
Priority of Payments (any such amount to be debited fronGtreeral Reserve Fund Leddermediately

prior to theapplication of Available Revenue pursuant to the Revenue Priority of Payments on such Interest
Payment Date).

In this Prospectus:

The"Final Redemption Daté' means the Interest Payment Date in respect of vitidh asAdministrator
determines on the immediately preceding Principal Determination (Bateno later than one Business

Day from the Interest Determination Datbat, following the application on such Interest Payment Date

of (i) Available Revenue in accordance with the Revenue Priority of Payments, (ii) any Class A and Class
B Liquidity Reserve Fund Release Amounts in meeting any Class A and Class B Liquidiify &ygfinst

the relevant items in the Revenue Priority of Payments in the order that they appear in the Revenue Priority
of Payments and (iii) angeneral Reserve Fund Release Amoumtaeeting any Revenue Deficit against

the relevant items in the RevenBriority of Payments in the order that they appear in the Revenue Priority

of Payments, the sum of the Available Redemption Funds (other tha@)ig&)n(and, where such Interest
Paymaet Date falls prior to the Steldp Date, iter(i)(H)) of the definiton therea), all amounts standing

to the credit of th&eneral Reserve Fund Ledgard all amounts which (but for the occurrence of the Final
Redemption Date) would have been available for application pursuant to items (xxyiii (inclusive)

of theRevenue Priority of Payments would be sufficient to redeem in fuR#gtedNotes on such Interest
Payment Date, including, as the case may be, as a result of the mandatory redemption of the Notes pursuant
to Condition5(c) (Mandatory Redemption for Taxation or Other Rea¥ons

The"Revenue Deficit shall be, on any Interest Payment Date an amount equal to shortfall in Available
Revenudollowing application of theClass A and Class B Liquidity Reserve Fund Release Amounts to

pay.

(a) the amounts referred to in iterfisto (iv) in the Revenue Priority of Payments (in the same order
of priority as set ot in the Revenue Priority of Payments);

(b) the amounts referred to in itefvi) in the Revenue Priority of Payments;

(c) the amounts referred to in itefix) in the Revenue Priority of Paymemisly if and to the extent
that the sum of the debit balance on the Principal Deficiency Ledger, whensexpass positive
amount, does not exceed the aggregate of the Principal Liability Outstanding of the Class D Notes
and the Class Z Notes; and

(d) the amounts referred to in itefxi) in the Revenue Priority of Payments only if and to the extent
that the sum of the debit balance on the Principal Deficiency Ledger, when expressed as a positive
amount, does not exceed the aggregate of the Principal tyabilistanding of the Class Z Notes

On the Final Redemption Date only, all amounts standing to the credit@étieral Reserve Fund Ledger

(after first having applied any Class A and Class B Liquidity Reserve Fund Release Amauetting

any Class A and Class B Liquidity Deficit and then &@wsneral Reserve Fund Release Amdoneet

any Revenue Deficit against the relevant items in the Revenue Priority of Payments in the order they appear
in the Revenue Priority of Paymenés)d debiting such amounts from the Class A and Class B Liquidity
Reserve Fund Ledger and/or Beneral Reserve Fund Ledgeraccordance with the Revenue Priority of
Payments, in each case on such Final Redemption Date) will be applied as Availablet®edeunmnals in
accordance with the Principal Priority of Payments.

The"General Reserve Fund Excess Amouhibn any Interest Payment Date will be an amount equal to
the greater of:

(a) zero; and
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(b) the amount standing the credit of th&eneral Reserve Fund Ledger such Interest Payment
Date, less th&eneral Reserve FuriRequired Amount on such Interest Payment Date.

The"General Reserve Fund Required Amouritmeans:
(a) onany Interest Payment Date up to and including the Final Redemption Date:

0] if a Required Amount Trigger has not occurred prior to the Principal Determination Date
immediately preceding such Interest Payment Date, an amount edualper cent. of
the aggegate current Principal Amount Outstanding of @lass C Notes and Class D
Notesprior to the application of Available Redemption Funds on such Interest Payment
Date; and

(ii) if a Required Amount Trigger has occurred prior to the Principal Determination Date
immediately preceding such Interest Payment Date, an amount edualper cent. of
the aggregate current Principal Amount Outstanding ofClassC Notes and Class D
Noteson the Interest Payment Date immediately preceding the date on whiRbghized
Amount Trigger occurredf@llowing the application of Available Redemption Furals
such Interest Payment Date); and

(b) on each Interest Payment Date following the Final Redemption Date, zero.

The "Current Balance" means, irrespect of a Mortgage, the outstanding balance, including arrears of
interest and all other sums due and payable but unpaid in relation to such Mortgage.

As limb (a)(ii) of the definition of General Reserve Fund Required Amount calculates such Genemat Res
Fund Required Amount on the basis of tReincipal Amount Outstanding of the Class B Notes, Class C
Notes and Class D Notes on the Interest Payment Date immediately preceding the date on which the
Required Amount Trigger occurred, this fixes sugbreral Reserve Fund Required Amouwmth the
consequence th#élhe General Reserve Fund Excess Amdthmt is released to Available Revenue until
theFinal Redemption Datwvill be zero) Consequently, the occurrence of a Required Amount Trigger will
preventamortisation of th&eneraReserve Fund until theinal Redemption Date.

Liquidity support provided by use of Principal Receipts to fund a Senior Expenses Deficit

On each Principal Determination Dd#ad no later than one Business Day fromitierest Determination
Date, PML asAdministrator will calculate whether Available Revenue following the application of any
Class A and Class B Liquidity Reserve Fund Release Amathtany General Reserve Fund Release
Amountis insufficient to pay or prade for all amounts in item@) to (iv) and(vi) of the Revenue Priority

of Payments (such insufficient amount beingSenior Expenses Defictt). If there will be a Senior
Expenses Deficit, theAML asAdministrator shall pay or provide for that Senior Expenses Deficit by the
application of Principal Receiptgsuch reapplied amount§Principal Addition Amounts") on the
following Interest Payment Date towards the payment in order of priority of:

(a) the amounts referred to in iterfi) to (iv) in the Revenue Priority of Paymelifiis the same order
of priority as set out in the Revenue Priority of Paymeiatisi

(b) the amounts referred to item (vi) in the Revenue Priority of Payments only if and to the extent
that the sum of the debit balance on the Principal Deficiency Ledgen @xpressed as a positive
amount, desnot exceed the aggregate of: (i) 50 per cent. of the Principal Liability Outstanding
of the Class B Notes; and (ii) the aggregate of the Principal Liability Outstanding of the Class C
Notes the Class D Notesndthe Class Z Notes.

The Principal Deficiency Ledger will be debited on each Interest Payment Date by an amount equal to the
amount of any PrincipdReceiptsapplied to fund a payment of a Senior Expenses Deficit arising on that
Interest Payment Date.

For more information abathe application of Available Principal to fund paynteot senior expenses and
interest on the Rated Notes see the section entifladhflows and Cash Managenient
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Liquidity support provided byortgageMargin Reserve Fund

On the Closing Date, PML as Adnistrator will establish a margin reserve fund (tMortgage Margin
Reserve Fund) and a related margin reserve discretionary fund '(fertgage MRF Discretionary
Fund"), each ofwhich shall be used to supplement payments received by the Issuer in respect of

interest payments in respect of Mortgages purchased on the Closing Date which are set in accordance with
the Mortgage Conditions and when calculated by PML as Adtraior have a weighted average rate
which is on average less than 3 per cent. al@mmpounded Daily SONI4or the Alternative Base Rate

in any future Collection Periods (after taking into account all hedging arrangements entered into by the
Issuerand the Interest Rate Converted Mortgage Release Amounts expected on the immediately following
Interest Payment Date

On the Closing Date:

€) the Mortgage Margin Reserve Fund Ledger will be credited with the Initial Mortgage MRF
Required Amount; and

(b) the Mortgage MRF Discretionary Fund Ledger will be credited with the Mortgage MRF
Discretionary Amount,

in each case from part of the proceeds of tbheeholderssubscription for the Class S Notes on the Closing
Date.

The Initial Mortgage MRF Required Amount i§ feing equal t®.00 per cent. of the aggregate Initial
Principal Amount of the Notes) and the Mortgage MRF Discretionary Amount determynBdb as
Administrator on the Closing Date i8@0,000(being equal td.05 per cent. of the aggregate Initial
Principal Amount of the Notes).

On the Closing Date anchaeach Principal Determination Dgnd no later than one Business Day from

the InteresDetermination Datefthe "Relevant Date'), PML as Administrator will determingn respect

of the Closing Date) the Initial Mortgage MRF Required Amount and (in respect of each Principal
Determination Dat@ndno later than one Business Day from the redée Determination Datéd)ML as
Administrator will determinégheMortgage MRF Required Amount in respect of the Mortgages outstanding
on suclRelevanDate. Oreachinterest Payment Date, PML as Administrator will debit from the Mortgage
Margin Reserve Fund Ledger and credit to the Revenue Ledger the Quarterly MRF Release Amount
applicable to the Mortgages for the Collection Period endinghenimmediately precedingrincipal
Determination Date.

On each Interest Payment Date the Mortgage MRF Discretionary Fund Ledger may, at the discretion of
PML as Administrator, be credited with the Mortgage MRF Discretionary Amount from Available Revenue
pursuant to the Revenue &hity of Payments (in which case such Mortgage MRF Discretionary Amount
shall be credited from the Revenue Ledger to the Mortgage MRF Discretionary Fund Ledger on such
Interest Payment Date).

On each Principal Determination Dd#nd no later than one Busiss Day from the Interest Determination
Date) PML as Administrator will determine the difference (if positive) (tAdditional Mortgage MRF
Required Amount") between: (a) the amount determined on the @¢pBiate or, as the case may be, the
most recent Principal Determination Date in respect of the Mortgage MRF Required Aandu(i)the
Mortgage MRF Required Amouas determinetly PML as Administrator on the Closing Date (in respect
of the first Collecton Period) or immediately preceding Principal Determination Date (in respect of a
Collection Period other than the first Collection Peridajd excluding any Quarterly MRF Release
Amount debited from the Mortgage Margin Reserve Fund Ledger on the IrResgaent Date following
such Principal Determination Date).

If PML as Administrator determines that an Additional Mortgage MRF Required Amount is applicable,
PML as Administrator will transfer such Additional Mortgage MRF Required Amount from the Mortgage
MRF Discretionary Fund (if a sufficient amount is standing to the credit thereof) to the Mortgage Margin
Reserve Fund by debiting the Mortgage MRF Discretionary Fund Ledger and crediting the Mortgage
Margin Reserve Fund in respect of such amount.
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In this Rospectus:

"Initial Mortgage MRF Required Amount"” means the Mortgage MRF Required Amount as at the
Closing Date.

"Margin Shortfall " means, on the Closing Date or on any Principal Determinationd3atalculated by
PML as Administrator no later than one Business Day from the Interest DeterminatiothBdteerest
rate that ighe greaterof (a) zero per cent. and (b)

0] Compounded Bily SONIA (or the Alternative Base Ratg)lus
(i) 3 per cent.; less
(iii) the weighted average annual interest rate in respect of all outstanding Mortgages as at:
(a) the Closing Date (if the Margin Shortfall is being determined on the Closing Date); or

(b) such Principal Determination Date (if the Margin Shortfall is being determined on a
Principal Determination Datg)

(in each case after taking into account any hedgimgngements in respect of any Mortgages
which are Fixed Rate Mortgages and the Interest Rate Converted Mortgage Release Amounts
expected on the immediately following Interest Payment)Date

"Mortgage MRF Required Amount” means, on the Closing Date or on any Principal Determination Date
(the"Relevant Date), the sum of all Monthly Mortgage Margin Requirements for each calendar month
from such Relevant Date until the Final Maturity Datscalculated by PML as Administrator no later than
one Business Day from the Interest Determination Date

"Mortgage MRF Discretionary Amount" means, on the Closing Date or on each Interest Payment Date
(prior to theStepUp Date and where a Paragon Banking Group Company owns more than 50 per cent. of
the Residual Certificates ) an amount that PML as Administrator reasonably determines is required to be
credited to the Mortgage MRF Discretionary Fund Ledger on thar@date from the Class S Notes or,

as the case may be, each Interest Payment Date from the Revenue Ledger in order that the amount standing
to the credit of the Mortgage Margin Reserve Fund is sufficient to fund the aggregate Additional Mortgage
MRF Requred Amounts (on any Principal Determination Date by the debiting of the Mortgage MRF
Discretionary Fund Ledger and the crediting of the Mortgage Margin Reserve Fund Ledger).

"Monthly Mortgage Margin Requirement" means, on the Closing Date or on any Hpakt
Determination Date (th&Relevant Date) the product of: (a) the Relevant Aggregate Current Balance; (b)
the Margin Shortfall as at such Relevant Date; and (c) the number of days from such Relevant Date until
the end of the next calendar month divided365 and calculated by PML as Administrator as at such
Relevant Datendno later than one Business Day from the Interest Determination Date

"Quarterly MRF Release Amount' means, on each Interest Payment Date, ifferéince between:
0] the sum of:

(a) the Mortgage MRF Required Amount determined by PML as Administrator as at the
Principal Determination Daténo later than one Business Day from the Interest
Determination Date)mmediately preceding the previous Interest PagtrDateor in
respect of the first Collection Period, the Closing Date; and

(b) all amounts credited to the Mortgalyargin Reserve Fund Ledger from the Mortgage
MRF Discretionary Fund Ledger during the Collection Period ending on the immediately
preceding Ancipal Determination Dater in respect of the first Collection Period, the
Closing Dateand

(i) the Mortgage MRF Required Amount determined by PML as Administrator on the immediately
preceding Principal Determination Datéthin one Business Day after thamediately preceding
Interest Determination Date
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"Relevant Aggregate Current Balanck means, on the Closing Date or on any Principal Determination
Date: (i) the Current Balance of all outstanding Mortgages as at the Closing DateMibrtigage MRF
Required Amounts being determined on the Closing Date); or (ii) the Current Balance aitatanding
Mortgages as at such Principal Determination Date (ifMloetgage MRF Required Amouns$ being
determined on a Principal Determination Date).

Liquidity support provided by onversionMargin Reserve Fund

On the Closing Datehe Issuer will stablish aconversiommargin reserve fund (tH&€onversion Margin

Reserve Fund) and a related conversion margin discretionary reserve fund'Q@beversion MRF
Discretionary Fund"), each ofwhich shall be used to supplement payments received by the Issuer in
respect ofnterest payments in respect of Mortgages purchased on the Closing Date which become Interest
Rate Converted Mortgages in respect of whichducton in theannual interest rate applicable to the
relevant Mortgage has occurred as a result of the conversion of such Mortgage.

On the Closing Date the Conversion MRF Discretionary Fund Ledger will be credited with the Initial
Conversion MRF Discretimary Amount from part of the proceeds of the Noteholdertsscription for the

Class S Notes on the Closing Date. The Initial Conversion MRF Discretionary Amount determined by PML
as Administrator is 800595 (being equal t®.14per cent. of the aggregdtatial Principal Amount of the
Notes).

Following the Closing Daté? ML asAdministrator may (at its discretiomn each Interest Payment Date

up to but excluding th&tepUp Date,fund the ConversioMRF DiscretionaryFund in an amount up to

the Conversion MRF Discretionary Amount from Available Revenue (to the extent available) in accordance
with the provisions of the Revenue Priority of Payments.

It is condition to any Mortgage becoming an Interest Rate Convertetgjdderthat the amount standing to

the credit of the Conversion Margin Reserve Fund on the date of any conversion is equal to the Conversion
MRF Required Amountin which case PML as Administrator shall transfergh@untrequiredto ensure

that the amounstanding to the credit of the Conversion Margin Reserve Fund Ledger is edbal to
Conversion MRF Required Amouritom the Conversion MRF Discretionary Fund to the Conversion
Margin Reserve Fundby crediting the Conversion Margin Reserve Fund Ledger detdting the
Conversion MRF Discretionary Fund Ledger)

On each Interest Payment DaRyIL as Administrator will debit from the Conversion Margin Reserve

Fund Ledger and credit to the Revenue Ledger the aggregate of the Interest Rate Converted Mortgage
Rdease Amounts applicable to each Interest Rate Converted Mortgage for the Collection Period ending on
the immediately preceding Principal Determination Date.

If on any Interest Payment DatPML as Administrator determines that the amount credited to the
ConversionMargin Reserve Fund Ledger of the Transaction Account in respect of any Interest Rate
Converted Mortgage exceeds the Conver$iBtF Required Amount (that would be applicable in respect

of such Interest Rate Converted Mortgage if calculated bgraefe to the Current Balance of such
Mortgage as at the Principal Determination Date immediately preceding such Interest Payment Date
(instead of the Current Balance at the date of conversion), and by reference to the number of years in the
remaining ternof the Mortgage for which the Product Conversion Rate Reduction Amount is applicable
as at the Principal Determination Date immediately preceding such Interest Payment Date (instead of the
term as at the date of conversion)) in respect of such InteressCRaverted Mortgagéhen the amount of

such excesgthe "Conversion MRF Excess Amourit) shall be released from the Conversion Margin
Reserve Fund Ledger ancedited to the Revenue Ledger for application as Available Revenue.

If on any Interest Payment DatBML as Administrator determines that any Proposed Interest Rate
Converted Mortgageid not become an Interest Rate Converted Mortgage as a result of (i) the Interest Rate
Converted Mortgage Conditions not being satisfied on any day in the Collection Period ending on the
Principal Determination Date immediately preceding such Interest étayBate or (i) the relevant
Borrower electing not to proceed with the conversion, tRML as Administrator shall release the
ConversionMRF Required Amount credited to the Conversion Margin Reserve Fund Ledger of the
Transaction Account in respect otsuProposed Interest Rate Converted Mortgageeseditsuch amount
(the"Non-Proceeding Conversion Release Amoufitto the Revenue Ledger for application as Available
Revenue.

- 104-



In this Prospectus:

"ConversionMRF Discretionary Amount™ means, on each Interest Payment Date (prior to theliep

Date and where a Paragon Banking Group Company owns more than 50 per centResithal
Certificate$ an amounthat PML as Administrator reasonably determines is required to be credited to the
Conversion MRF Discretionary Fund on each Interest Payment Date in order that the amount standing to
the credit of the Conversion MRF Discretionary Fund Ledger is suffioiehtrtd the Conversion MRF
Required Amount in respect any Proposed Interest Rate Converted Mortgage which any Administrator
expects to be converted by such Administrator in the Collection Period commencing on the immediately
precedingPrincipal Determinatio Date, as reasonably determined by the Administrator

"Interest Rate Converted Mortgage Release Amouritmeans, on each Interest Payment Date in respect

of any Interest Rate Converted Mortgage, (w) the outstanding Current Balance on the first day of the
Collection Period ending on the immediately preceding Principal Determination Date of such Mortgage
multiplied by (x) the Product Conversion Rate Reduction Amount multiplied by (y) the number of days
during the Collection Period ending on the immediately preceding Principal Determination Date that such
Mortgage was an Interest RaZenverted Mortgagdivided by (z) 365.

"Conversion MRF Required Amount means, in respect of any Interest Rate Converted Mortgage, an
amount equal to the Current Balance of such Mortgage as at the date of convertgidiedny the Product
Conversion Rate Reduction Amount multiplied by the remaining term in years of the Mddgagech

the Product Conversion Rate Reduction Amount is applicable.

"Product Conversion Rate Reduction Amount means, in respect of any Interest Rate Converted
Mortgage, the reduction in the annual interest ¢afier taking into account any hedging arrangements in
respect of the Fixed Rate Mortgagapplicable tohe relevant Mortgage which occurred as a result of the
conversion of such Mortgage.

BasisHedge Agreements

On the Closing Date, the Issuer will have entered into one or more ISDA Master Agreements (together with
the Scheduleand Credit Support Annex relating to such relevant ISDA Master Agreementarand
confirmation(s) evidencingne or more interest rate spvansactions thereunder (tHeitial Basis Hedge
Agreements and each afilnitial Basis Hedge Agreement) with Lloyds BankCorporate Marketsglc,

as the basis hedge providdngt Initial Basis Hedge Provider'), each in accordance with tapplicable

criteria ofeach Rating Agencgn the Closing Datto hedge the risk of a differential between the rate of
interest receivable in respect of thxed Rate Mortgages acquired by it on the Closing Date, on the one
hand, and the rate of interest payable on the Notes on the other hand.

Hedging arrangements may be provided by any bank or financial institution provided that on the date on
which it makes such arrangements available to the Issuer, such bank or financial institution has a rating for
its longterm or shorterm debt obligatios sufficient to maintain the thesurrentratings of the Notes

(unless such arrangements are guaranteed by a guarantor of appropriate credit rating or other arrangements
are entered into at the time which are sufficient to maintain the then current @attitigss Notes) and

provided further that such bank or financial institution has agreed to be bound by the terms of the Deed of
Charge (any such bank or financial institution beififermitted Basis Hedge Providet ard any interest

rate hedging agreement being entered into by the Issuer with such financial institution'thengigted

Basis Hedge Agreemeri).

In this Prospectus:

"Basis Hedge Agreemernt meansthe Initial Basis Hedge Agreement and any Permitted Basis Hedge
Agreement; and

"BasisHedge Providel' means any Initial Basis Hedge Provider and any Permitted Basis Hedge Provider.
OTHER STRUCTURAL FEATURES

MFA Pre-Funding Reserve

On the Closing Date, the Issuer will establish a reserve MR Pre-Funding Reservé) which shall be

used by the Issuer to fund Mandatory Further Advances in respidrtifages purchased on the Closing
Date.
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On or prior to the earlier of the Principal Determination Date immediately precédir®epUp Date and

the MFA PreFunding Resem Ledger Release Datiesignated by PML as Administratdhe Issuer will

be entitled to apply any amount standing to the credit of the MFA-&mding Reserve Ledger of the
Transaction Account in purchasing Mandatory Further Advances if and to the extent that the Issuer is
permitted to do so by, and in acconda with, the Mortgage Sale Agreement and the Administration
Agreement (seéMortgage Administratiori Further Advance$ Discretionary Further Advancgs as
described more fully below.

To the extent the MFA PfEunding Reserve Ledger Releasaédhas nobccurred, clause 6.4 of the
Administration Agreement may requiML as Administrator in certain circumstances, to debit on or
before the Principal Determination Dates relating to the Interest Payment Dates falling in d&ch of
February 2021, 15 FebryaR022 15 February 202 and 15May 2024, amounts from the MFA Pre
Funding Reserve Ledger and credit such amounts to the Principal Ledger. Such amounts shall then be
applied either to purchase Mandatory Further Advancesr before the immediately follong Interest
Payment Date or as Available Redemption Funds in repayment of the Notes on the immediately following
Interest Payment Date. The outstanding credit balance of the MFBRUREing Reserve Ledger (if any)

shall be debited from the MFA RERundingReserve Ledger and credited to the Principal Ledger the earlier

of (x) the MFA PreFunding Reserve Ledger Release Ddgsignated by PML as Administratand (y)

the Principal Determination Date immediately precedingtiegpUp Date. Following the creditg of such
amounts to the Principal Ledger, such amounts shall be applied as Available Redemption Funds in
repayment of the Notes on the immediately following Interest Payment Date.

Class S VFN Drawdown Ledger

PML asAdministrator will maintainhe Class S VFN Drawdown Ledger pursuant to the Administration
Agreement. The Class S VFN Drawdown Ledger will be funded from drawings under the Class S VFN as
required by Conditiord8 (Increasing the Principal Amount Outstanding of the Class S VFN and adjusting
the Maximum Class S VFN Amount in respect ofiteeretionary funding of th&eneral Reserve Fund,
Class A and @&ss B Liquidity Reserve Fund and the Principal Deficiency Ledger

Amounts standing to the credit of the Class S VFN Drawdown Ledger will be applied by the Issuer on the
Closing Date to fund th&mortised CostAdjustment in respect of Mortgages purchasedhe Closing
Date.

In addition, but without prejudice thereto, tGass SYFN Holder may, at its discretion, make available to
the Issuer further amounts under @lass SYFN:

0] if and to the extent that théeneral Reserve Furiglless than th&eneraReserve Fund Required
Amountin order, when such amounts are credited t@threeral Reserve Fund Ledgerreplenish
the General Reserve Furtd theGeneral Reserve Fund Required Ambtanrestore such balance
to the General Reserve FuRkquired Amounand thus enable the Issuer(subject to the other
conditions applicable to the making of Discretionary Further Advances) fund any Discretionary
Further Advances

(i) if and to the extent that the Class A and Class B Note Liquidity Reserve Fund is less than the Class
A and Class B Liquidity Reserve Fund Required Amount in order, when such amounts are credited
to the Class A and Class B Note Liquidity Reserve Fund Lettgegplenish the Class A and Class
B Note Liquidity Reserve Fund to th@ass A and Class B Liquidity Reserve Fund Required
Amount to restore such balance tioe Class A and Class B Liquidity Reserve Fund Required
Amountand thus enable the Issuer toljgat to the other conditions applicable to the making of
Discretionary Further Advances) fund any Discretionary Further Advaaoés

(iii) if and to the extent that there is a balance of less than zero on the Principal Deficiency Ledger in
order,to creditsuch amounts tdhe Principal Deficiency Ledgeo restore such balance to zero
and thus enable the Issuer to (subject to the other conditions applicable to the making of
Discretionary Further Advances) fund any Discretionary Further Advances.

Issue Services-ee Letter

Paragon Finance PLC (in such capacity,"tssue Services ProvideY) has agreed to arrange the issue of
the Notes on behalf of the Issuer. The Issue Services Provider will pay, on behalf of the Issieburse
to the Issuer, any expenses payable by the Issuer in connection with the issue of the Notes.
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The Issuer will agree under a fee letter to be entered into on the Closing Date between the Issuer, the Issue
Services Provider and the Trustee (tlssue Services Fee Letté) that it will repay the Issue Services
Provider all expenses paid by the Issue Services Provider in connection with the issue of the Notes in
instalments on the Business Day following each IntéPagment Date over a period 4fears from the

Closing Date(or any other such period agreed between the Issue Services Provider and théthesuer)
"Issue Services Provider Feés Amounts to be paid under the IsSearvices Fee Letter will bear interest

at a rate ofd per cent. per annum abo@ompounded Daily SONIAor the Alternative Base Rati
applicable) applicable to the Notes during the Interest Period relating to the Notes ending on (but
excluding) that Iterest Payment Date as determined under Condit{gmteres) (or such other rate as the

Issue Services Provider and the Issuer agree to be @famercial rate at ¢htime) payable in arrear on

each Interest Payment Date (including any value added tax chargeable thereon as applicable). Amounts
owing to the Issue Services Provider under the Issue Services Fee Letter will be subordinatedinghe ma
described irthe section entitletiCashflows and Cash Manageniebélow

Agency Agreement

Each payment of principal and interest in respect of the Notes shall be made in accordance with an agency
agreement (théAgency Agreement) expected to be dated the Closing Date among the Issuer, the Trustee
and Citibank, N.A., Ladon Branch as principal paying agent (thincipal Paying Agent’, which
expression shall include its successors as principal paying agent under the Agency Agreement), as reference
agent (thé'Reference Agenit, which expression shall include its successors as reference agent under the
Agency Agreement), and as registrar for the Notes "[{®egistrar”, which expression shall include its
successors as registrar under the Agency Agregmdhe Agency Agreement shall include provision for

the appointment of further paying agents (together with the Principal Paying AgeRatherg Agents,

which expression shall include the successors of each paying agent asdeicthe Agency Agreement

and any additional paying agent appointed, agetteer with the Reference Agent, tRegistrarand the

Class S VFN Registrathe"Agents'). Payments in respect of the Notes will be made by the Paying Agents
andthe Reference Agent will make the determinations specified in the Agency Agreement.
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CASHFLOWS AND CASH M ANAGEMENT
Transfer of Funds from the Collection Account

All direct debit payments made by borrowers under the Mortgages and all other moneys paid in respect of
the Mortgages will be paid intine PML Collection Account of PMLand the PB Collection Accoumf

Paragon Bank (as applicahle)ll moneys received imespect of the Mortgages will be transferred on the

next following Business Day, or as soon as practicable thereafter, to the Transaction Account.

In this Prospectus:

"PML Collection Account' means the account of PML numbered313232 (Code 209-90) with
Barclays Bank PLC (th&PML Collection Account Bank') at its branch at Barclays Bank PLC, London
Corporate Banking Centre, PO Box No 554, London, EC3P 3AH and/or such other accageb(ots)

of PML which has (or have) been approved in writing by the Trustee in accordance with the Administration
Agreement.

"PB Collection Account' (and together with the PML Collection Account, th@ollection Accounts')
meanghe account of Paragon Bank numbeb8$069% (Code 5550-15) with NatWest Bank PLGthe
"PB Collection Account Bank' and together with the PML Collection Account Bank, ti@ollection
Account Banks') at its branch a#t High Street, Solihull, West Midlands, B91 3®&rRd/or such other
account (or accounts) of Paragon Bank which has (or)Hzeen approved in writing by the Trustee in
accordance with the Administration Agreement.

"Transaction Account' meansanaccount of the Issuer with Citibank N.A., London Branch (thecount

Bank" and together with the Collection Account Bank, thecount Banks') at its branch a€itigroup

Centre, Canada Square, Canary Wharf, London, E14(&tL8uch other bank account as the Issuer, subject

to certain restrictions and withe consent of the Trustee, may from time to time select for such purpose)
into and out of which all payments to and by the Issuer will be made pursuant to the terms of an account
bank agreement (tH&\ccount Bank Agreement) dated on the Closing Date between the Account Bank,

the Issuer, the Trustee and the Administrator (such Account Bank Agreement to also govern the provision
of the Hedge Collateral Accounts to the Issuer by the Account Bank as described further in dhe secti
entitled "Hedging Arrangement® Ratings ofBasis Hedge Providers and transfer &asis Hedge
Agreements(other than where Hedge Collateral comprises secujities)

The Collection Accounts may be transferred from the Collection Account Banks to HSBC Bank plc or (in
the case of the PB Collection Account) to Barclays Bank PLC following the Closing Date by PML as
Administrator and/or any Seller without the consent ofTthestee or any other party, provided that at such
time HSBC Bank plc or, as the case may be, Barclays Bank PLC has (a) (i)-tesmoiissuer default
rating by Fitch of at lea$t2 or (ii) a longterm issuer default rating by Fitch of at least BBB; éndong

term, unsecured and unsubordinated debt rated at least Baa3 by'$imobtgs at such time such other
ratings as are consistent with the then current criteria of Me@dybeing the minimum ratings that are
required to support the then ratingtloé Most Senior Class of Rated Notes and subject to certain conditions
(see the section entitiédlortgage Administratiohfor further details).

The Transaction Account may be transferred from the Account BarSBC Bank plc or to Barclays

Bank PLC follawving the Closing Date by PML as Administrator and/or any Seller without the consent of
the Trustee or any other party, provided that at such time HSBC Bank plc or, as the case may be, Barclays
Bank PLC has the requisite ratings or has at such time suehratings as are consistent with the then
current criteria of the relevant Rating Agency as being the minimum ratings that are required to support the
then rating of the Most Senior Class of Rated Notes and subject to certain conditions (see thestetion e
"Mortgage Administratiohfor further details).

Use of Ledgers the Issuer

PML as Administrator will maintain in the books of the Issuer the following ledgers in which the
Administrator will record all amounts received by or on behalf of the Issuer.

Principal Ledger

PML asAdministrator will credit to théPrincipal Ledger” all principal amounts received from borrowers
in respect of the Mortgages or otherwise paid or recovered in respect of the Mortgages (including the
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consideration representing principal paidgityherthe Sellesin respect of the repurchaskamy Mortgages
or any Third Party Purchagdsuchreceiptsbeing"Principal Receipts').

Revenue Ledger

PML as Administrator, will be required to credit all amounts received by the Issuer t®Réhenue
Ledger" (such receipts beintRevenueReceipts) apart from

0] amounts credited to the Principal Ledger;

(i) drawings under th€lass SVYFN which are to be used for the purposes of increasin@Gémeral
Reserve Fundnd the Class A and Class B Liquidity Reserve Fund,

(iii) drawings under th€lass SYFN in order to reduce any debit balance on the Principal Deficiency
Ledger;

(iv) drawings under th€lass SVFN to fund theAmortised CosAdjustment;

(v) any Hedge Collateral received fronBasisHedge Provider from time to time in respect of any
BasisHedge Agreement, including any interest on, and distributions in respect of, Hedge Collateral,

(vi) any swaptermination payments applied or to be applied by the Issuer in the purchase of one or
more replacement hedging transactions;

(vii) any swap replacement premia applied or to be applied by the Issuer in making any swap termination
payment due from it to BasisHedge Provider;

(vii)  amounts retained by the Issuer in accordance with para@tgiphof the RevenuéPriority of
Paymentand crediedto the Issuer Profit_edger

(ix) any amounts in respect of Swap Tax Credits.

Amounts in respect of iten{g), (iii) and(iv) above will be credited to tHelassS VFN Drawdown Ledger
and then subsequently credited to the General Reserve Fund Ledger, the Class A and Class B Liquidity
Reserve Fund Ledger and the Eijral Ledger &sapplicable)

MFA Pre Funding Reserve Ledger

It is expected that PML a&dministrator will on the Closing Date credit to th®IFA Pre-Funding
Reserve Ledget an amount equal 10.06% of the Initial Principal Amounif the Notes to be used by the
Issuer for the purchase of Mandatory Further Advances from the sSelldgject to clause 64} of the
Administration Agreement, up until the earlier of the MFA-Prending Reserve Ledger Release Date and
the Principal Determination Dat@etermined by PML as Administratdimediately preceding thstep

Up Date.

General Reserve Fund Ledger

PML asAdministrator will maintain thé'General Reserve Fund LedgéY, which will recad amounts
credited to, and debited from, t@eneral Reserve FundiheGeneral Reserve Fumdll be funded from

part of the proceeds of the Class S Notes in an amount equaf3erikeal Reserve Fund Required Amount
on the Closing Date and on each Ingtieayment Date up to and including the Final Redemption Date
from amounts to be applied to tli#eneral Reserve Fund accordance with th Revenue Priority of
Payments.

On each Interest Payment Date up to and including the Final Redemption Date (geovid® of an
Enforcement Notice), PML asdministrator will, first, transfer after fully utilising the Class A and Class

B Liquidity Reserve Fund Ledgen such Interest Payment Date, to the General Reserve Fund (crediting
the General Reserve Fund Ledgeom amounts standing to the credit of the Revenue Ledger on that date
(debiting the Revenue Ledger) an amount equal to any-pefiad Amounts which have been debited to

the General Reserve Fund Ledger during the Interest Period ending on such Patgmestt Date and (if
relevant) in respect of which the General Reserve Fund has not been replenished on an earlier Mortgage
Payment Date during such Interest Period, secdekiit (i) an amount equal to tkeneral Reserve Fund

Excess Amounfrom the Geneal Reserve Fund Ledgés be applied as Available Revenue; and (ii) an
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amount equal to th@eneral Reserve Fund Release Amdifrainy) from theGeneral Reserve Fund Ledger

to be applied in meeting any Revenue Deficit against the relevant items in the Revenue Priority of Payments
in the order in which they appear in the Revenue Priority of Paymentghamt,following any such
adjustments to th&eneral Reserve Fund Ledgapply (on behalf of the Issuer) the Available Revenue
pursuant to the Revenue Priority of Payments and credit tB¢heral Reserve Fund Leddbe amount

of Available Revenue applied on such Interest Payment Date to repleniSkribeal Reserve Fungb to
theGeneral Reserve Fund Required Amopuntsuant to itenfxiv) of the Revenue Priority of Payments.

On the Final Redemption Date only, all amts standing to the credit of teneral Reserve Fund Ledger

(after first having applied any Class A and Class B Liquidity Reserve Fund Release Amounts in meeting
any Class A and Class B Liquidity Deficit and then &wsneral Reserve Fund Release Amdonmneet

any Revenue Deficit against the relevant items in the Revenue Priority of Payments in the order they appear
in the Revenue Priority of Payments, and debiting such amounts from the Class A and Class B Liquidity
Reserve Fund Ledger and/or BeneraReserve Fund Ledgar accordance with the Revenue Priority of
Payments, in each case on such Final Redemption &atijed to the Principal Ledger awdl be applied

as Available Redemption Funds in accordance with the Principal Priority of Paysesitsédy Structural
Featuresi General Reserve Furehd General Reserve Fund Ledebove.

Class A and Class B Liquidity Reserve Fund Ledger

PML asAdministrator will maintain théClass A and Class B Liquidity Reserve Fund Ledgé&r which

will record amounts credited to, and debited from, the Class A and Class B Liquidity Reserve Fund. The
Class A and Class B Liquidity Reserve Fund will be funded from part of the proceeds of the Class S Notes
in an amount equal to the Class A ands3IB Liquidity Reserve Fund Required Amount on the Closing
Date and on each Interest Payment Date up to but excluding the Class B Redemption Date from amounts
to be applied to the Class A and Class B Liquidity Reserve Fund in accordance with the Reiegityie P

of Payments. On each Interest Payment Date up to but excluding the Class B Redemption Date (prior to
servie of an Enforcement Notice), PML asiministrator will, first, transfer, on such Interest Payment
Date, to the Class A and Class B LiquidRgserve Fund (crediting the Class A and Class B Liquidity
Reserve Fund Ledger) from amounts standing to the credit of the Revenue Ledger on that date (debiting
the Revenue Ledger) an amount equal to any-jpéreod Amounts which have been debited to thes€

A and Class B Liquidity Reserve Fund Ledger during the Interest Period ending on such Interest Payment
Date and (if relevant) in respect of which the Class A and Class B Liquidity Reserve Fund has not been
replenished on an earlier Mortgage PaymerieRaring such Interest Period, secodebit (i) an amount

equal to the Class A and Class B Liquidity Reserve Fund Excess Amount from the Class A and Class B
Liquidity Reserve Fund Ledger to be applied as Available Revenue; and (ii) an amount equéllésshe

A and Class B Liquidity Reserve Fund Release Amount (if any) from the Class A and Class B Liquidity
Reserve Fund Ledger to be applied in meeting any Class A and Class B Liquidity Deficit against the
relevant items in the Revenue Priority of Payméntke order in which they appear in the Revenue Priority

of Payments andhird, following any such adjustments to the Class A and Class B Liquidity Reserve Fund
Ledger, apply (on behalf of the Issuer) the Available Revenue pursuant to the ReventyedP Rayments

and credit to the Class A and Class B Liquidity Reserve Fund Ledger the amount of Available Revenue
applied on such Interest Payment Date to replenish the Class A and Class B Liquidity Reserve Fund up to
the Class A and Class B Liquidity Rege Fund Required Amount pursuant to itesi) of the Revenue

Priority of Payments.

On the Class B Redemption Date only, all amounts standinigeteredit of the Class A and Class B
Liquidity Reserve Fund Ledger (after first having applied any Class A and Class B Liquidity Reserve Fund
Release Amount in meeting any Class A and Class B Liquidity Deficit against the relevant items in the
Revenue Printy of Payments in the order they appear in the Revenue Priority of Payments and debiting
such amount from the Class A and Class B Liquidity Reserve Fund Ledtiére credited to the Revenue
Ledger andhpplied as Available Revenue in accordance wighRbevenue Priority of Payments (S&ey
Structural Feature§ Class A and Class B Liquidity Reserve Fund and Class A and Class B Liquidity
Reserve Fund Leddebelow).

InterestShortfall Ledger

PML as Administrator, will, an any Principal Determination D& while any Rated Note remains
outstandingand no later than one Business Day from the Interest Determination &eltéan amount
equal to the expecteslenior Expenses Defiain the immediately following Interest Payment Diatehe
Principal Ledger and crediuich amounin a separate ledger under the Transaction Account Ifiterest
Shortfall Ledger").
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PML asAdministrator will, on each terest Payment Date, cause an amount to be debited frametiest
Shortfall Ledger and credited to the Revenue Ledgefund theSenior Expenses Deficibh accordance
with the Administration Agreement

Mortgage Margin Reserve Fund Ledger and MortgageRVDiscretionary Fund Ledger

PML as Administrator, will deposit part of the proceeds of the issuance of the Class S Notes: (i) to be used
for the purposes of establishing the Mortgage Margin Reserve Fund on the Closing Date in a ledger under
the Transactio Account (the"Mortgage Margin Reserve Fund Ledgel'); and (ii) to be used for the
purposes of establishing the Mortgage MRF Discretionary Fund on the Closing Date, and topping up thereof
from time to time, in a separate ledger from the Revenue Priority of Payments under the Transaction
Account (thé'Mortgage MRF Discretionary Fund Ledger").

On each Interest Payment Date, PML as Administrator may, at its discretion, debit the Revenue Ledger and
credit the Mortgage MRF Discretionary Fund Ledger to fund the MgedVRF Discretionary Amount.

PML as Administrator, will, on each Interest Payment Date, cause the Quarterly MRF Release Amount to
be debited from the Mortgage Margin Reserve Fund Ledger and credited to the Revenue Ledger for
application in accordance withe Revenue Priority of Payments.

One each Principal Determination Date, PML as Administrator shall debit the Mortgage MRF Discretionary
Fund Ledger and credit the Mortgage Margin Reserve Fund Ledger in respect of Additional Mortgage MRF
Required Amount.

Conversion Margin Reserve Fund Ledged Conversion MRF Discretionary Fund Ledger

PML as Administrator, will deposit part of the proceeds of the issuance of the Class S Notes to be used for
the purposes of establishing the Conversion MRF Discretionary Fund on the Closing Date in a ledger under
the Transaction Account (tH€onversion MRF Discretionary Fund Ledger").

On each Interestdyment Date, PML as Administrator mat its discretiondebit the Revenue Ledger and
credit the ConversioMRF Discretionary Fund.edgerin respect of the Conversion MRF Discretionary
Amountreceived by the Issuer pursuant to the Revenue Priority of Payments.

On the conversion date in respect of any Preddaterest Rate Converted Mortgage during a Collection
Period, PML as Administrator shall debit the Conversion MRF Discretionary Fund Ledger and credit a
separate ledger under the Transaction Account'@uversion Margin Reserve Fund Ledgel) in an
amount equal to th€onversion MRF Requiredmount in respect of such Proposed Interest Rate
Converted Mortgage.

PML asAdministrator, will, on each Interest Payment Date, cause (i) the aggregate of the Indeest R
Converted Mortgage Release Amounts to be debited from the Conversion Margin Reserve Fund Ledger
and credited to the Revenue Ledger for application in accordance with the Revenue Priority of Payments
and (ii) any Conversion MRF Excess Amount or, asdiige may be, any NeéProceeding Conversion
Release Amount to be debited from tBenversionMargin Reserve Fund Ledger and credited to the
Revenud_edger for application accordance with the Revenue Priority of Payments.

Hedge Collateral Ledger

In the ewent that any Hedge Collateral is received by the Issuer fr@ase&sHedge ProviderPML as
Administrator will maintain a'Hedge Collateral Ledgef to which will be credited such amounts
representing that Hedge Collateral including any interest thereon or distributions in respect thereof. The
Hedge Collateral Ledger will be debited by the relevant amount in the event that Hedge Collateral is
returnal to the relevarBasisHedge Provider or is applied (or is realised and applied) towards satisfaction

of obligations of thaBasisHedge Provider, in each case in accordance with the rel®zemid Hedge
Agreement. In the event that such Hedge Collatsrapplied towards satisfaction of obligations of such
BasisHedge Provider and is not to be applied by the Issuer in the purchase of one or more replacement
hedging transactions, such amount shall be credited to the Revenue Ledger for applicatiomameeco

with the Revenue Priority of Payments.
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Principal Deficiency Ledger

PML asAdministrator will maintain &Principal Deficiency Ledger' to which will be debited amounts
representing principal losses incurred on MartgagesPrincipal Addition Amountsappliedin meeting

certain expenses of the Issuer or in refunding reclaimed direct debit payments in respect of the Mortgages
and other amounts payable to fBellection Account Bank. The Principal Deficiency Ledgerill be

credited if and to the extent that funds standing to the credit of the Revenue Ledger are applied in making
such reduction in accordance with the Revenue Priority of Payments.

Class S VFN Drawdown Ledger

PML asAdministrator will maintain &ClassS VFN Drawdown Ledger" which will record (i) amounts
funded on any Business Day by the Class S VFN prior to the Class S VFN Commitment Termination Date
to be credited to th€lassS VFN Drawdown Ledger in accordamanith Condition 17 (Limitation of
Liability of Truste (ii) withdrawals from such ledger on any Business Day to (a) (at the discretfvilof

as Administrator) fund theGeneral Reserve Furup to and including an amount equal to theneral
Reservé-undRequired Amount,ly) (at the discretion dML asAdministrator) fund the Class A and Class

B Note Liquidity Reserve Fund up to and including an amount equal tldéiss A and Class B Liquidity
Reserve Fund Required Amouand €) (at the discretion of PML asdministrator)to credit such amounts

to the Principal Deficiency Ledgeif and to the extent that there is a balance of less than zero on the
Prindpal Deficiency Ledger

Issuer Profit Ledger

PML as Administrator shall establish a ledgie( Issuer Profit Ledger"), which shall record as a credit

any amounts retained by the Issuer as profit in accordance with the Revenue Priority of Payments and the
Enforcement Priority of Payments and as a debit any amount used to dischargegpangtion tax liability

of the Issuer.

Revenue Priority of Payments

Until the security for the Notes becomes enforceable, the following payments and provisions are required
to be made out of the moneys standing to the credit of the Transaction Account and representing the credit
balance on thé&kevenue Ledger'Available Revenué) on each Interest Payment Date, (including all
amounts received from eaddasis Hedge Provider on that Interest Payment Date and subject to the
exceptions set out iMApplication of Excess Hedge Collateral and Hedge Replacement Prétalow

and in particular except for any Hedge Collateral or proceeds thereof (until such timetashenextent
permitted by the relevarBasisHedge Agreement such Hedge Collateral is applied (or is realised and
applied) towards satisfaction of the obligations of thasisHedge Provider and only to the extent that
such Hedge Collateral is not to &ygplied by the Issuer in the purchase of one or more replacement hedging
transactions) and including ti&eneral Reserve Furhd the Class A and Class B Liquidity Reserve Fund
where required and permitted as describé&ey Structural Featureis CreditEnhancemerdnd Liquidity
Support above), in the following order of priority (in each case only if and to the extent that payments and
provisions of a higher priority have been made in full) {tRevenuePriority of Payments"):

@

(a) first, in payment of (together with any VAT thereon in accordance with the relevant
agreement) any amounts due and payable by the Issuer to the Trustee; and

(b) secondpro rata according to the respective amounts thereof, payment of (in each case
together with any VAT thereon in accordance with the relevant agreement) any costs or
expenses properly claimed (including, without limitation, the reimbursement ofezgh
costs and expenses properly paid by any agent on behalf of the Issuer) by the Agents under
the Agency Agreement, payment of amounts due and payable by the Issuer to the
Substitute Administrator pursuant to the Substitute Administrator Agreement (other tha
the commitment fee referred to therein), payment of amounts due and payable by the Issuer
to the MaplesCorporate Services Provider pursuant to keples Corporate Services
Agreement, payment of amounts due and payable by the Issuer to the Account Bank
pursuant to the Account Bank Agreement and payments of amounts due and payable by
the Issuer to any Hedge Collateral Custodian (if applicable);
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(ii)

(iii)

(iv)

V)

(Vi)

(vii)

(viii)

(ix)

)

(xi)

(xii)

pro rataaccording to the respective amounts thereof, payment of (in each case, together with any
VAT thereon inaccordance with the relevant agreement):allafees, costs, expenses and
commissions due and payable to the Administeatord/or the Sellarand/or any substitute
administrator under the Administration Agreement; and/or any other person appointefdrim pe

the services specified in the Administration Agreementh®&)commitment fee due and payable

to the Substitute Administratamderthe Substitute Administrator Agreement and/or any person
appointed to perform the services specified in the Subsfiti@nistrata Agreement; (c) all fees,

costs and expenses due and payable to the Substitute Administrator Facilitator under the Substitute
Administrator Facilitator Agreement; and (d) surveillance fees to the Rating Agencies;

pro rataaccording to the r@ective amounts thereof, payment of any amounts due and payable to
the Basis Hedge Providers under each Basis Hedge Agreement other tranHayge Provider
Subordinated Amounts, (lany Withholding Compensation Amounts and (c) any payments due
and payhle to a Basis Hedge Provider under any Basis Hedge Agreement entered into by the
Issuer which are funded by a Hedge Replacement Premium;

pro rataaccording to the respective amounts therpafiment of interest due and payable and all
arrears of interesemaining unpaid on the Cla84 Notesand the Class A2 Notdsgether with
(if applicable) interest thereon;

if on that Interest Payment Date any ClAdsNoteor any Class A2 Noteemains outstanding and

the amount of any remaining debit balance on thicipal Deficiency Ledger (expressed as a
positive sum) exceeds the aggregate Principal Liability Outstanding of theBNedes, the Class

C Notes, the Class D Notaad the Class Z Notes then an amount up to that excess shall be applied
in making a provision for an amount up to, and to that extent reducing, any debit balance on the
Principal Deficiency Ledger; the amount of any such reduction will be deemed to be principal
received when calculating the amount of Available Redemption Funds;

payment of interest due and payable and all arrears of interest remaining unpaid (including
Deferred Interest and Additional Interesh the Class B Notes together with (if applicable) interest
thereon;

to credit the Class A and Class B Liquidity Resefumd Ledger up to the Class A and Class B
Liquidity Reserve Fund Required Amount;

if on that Interest Payment Date, any Class B Note remains outstanding and the amount of any
remaining debit balance on the Principal Deficiency Ledger (expressed as\a&emsit) exceeds

the aggregate Principal Liability Outstanding of the Class C Notes, the Class D Notes and the Class
Z Notes, then an amount up to that excess shall be applied in making a provision for an amount up
to, and to that extent reducing, any défzitance on the Principal Deficiency Ledger; the amount

of any such reduction will be deemed to be principal received when calculating the amount of
Available Redemption Funds;

payment of interest due and payable and all arrears of interest remaining (inphiding
Deferred Interest and Additional Interesh the Class C Notes together with (if applicable) interest
thereon;

if on that Interest Payment Date, any Class C Note remains outstanding and the amount of any
remaining debit balance on the Priradipeficiency Ledger (expressed as a positive sum) exceeds
the aggregate Principal Liability Outstanding of the Class D Notes and the Qlee</ then an
amount up to that excess shall be applied in making a provision for an amount up to, and to that
extent reducing, any debit balance on the Principal Deficiency Ledger; the amount of any such
reduction will be deemed to be principal received when calculating the amount of Available
Redemption Funds;

payment of interest due and payable and all arreaistefest remaining unpaid (including
Deferred Interest and Additional Interesh the Class D Notes together with (if applicable) interest
thereon;

if on that Interest Payment Date, any Class D Note remains outstanding and the amount of any

remaining deliibalance on the Principal Deficiency Ledger (expressed as a positive sum) exceeds
the aggregate Principal Liability Outstanding of the Clal®&s, then an amount up to that excess
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(xiii)

(xiv)

(xv)

(xvi)

(xvii)

(xviii)

(xix)

(xx)

(xxi)

(xxii)

(xxiii)

(xxiv)

(xxv)

shall be applied in making a provision for an amount up to, and textexit reducing, any debit
balance on the Principal Deficiency Ledger; the amount of any such reduction will be deemed to
be principal received when calculating the amount of Available Redemption Funds;

provision for payment to the Issuer to retain asipiothe Issuer Profit Ledger of the Transaction
Account an aggregate of £1,000, paid in equal instalments on each Interest Payment Date falling
within the first accounting reference period of the Issuer (determined in accordance with Chapter
3, Part 15 @mpanies Act 2006), and £250 on each Interest Payment Date falling thereafter, which
shall be credited to the Issuer Profit Ledger for the Issuer to retain as a profit for entering into the
transactior(the "Issuer Profit Amount");

to credit theGeneral Reserve Fund Ledgar to theGeneral Reserve Fund Required Amount

(taking into account any reduction of the debit balance on the Principal Deficiency Ledger under
paragraph(v), (viii) , (x) and(xii) above)provision for an amount up to, and to that extent reducing,
any debit balance on the Principal Deficiency Ledger; the amount of any such reduction will be
deemed to be principal received when calculating the amount of Available Redemption Funds;

on any Interest Payment Date falling prior to the StppDate, payment {ahe Administrators
discretion) of any Mortgage MRF Discretionary Amount and/or Conversion MRF Discretionary
Amount (as applicable) by debiting the Revenue Ledger and crediting the Mortgage MRF
Discretionary Fund Ledger or Conversion MRF DiscretionarydAwedger (as applicable);

pro rata according to the respective amounts thergatept as otherwise provided for in this
Revenue Priority of Paymentgayment of sums due and payable to third parties (each including
any value added tax chargeable thajeander obligations incurred in the course of the Issuer
business and provision for and payment of the Isstliability (if any) to VAT and to corporation

tax (to the extent that such corporation tax is not paid out of amounts retained by thanltdseier
Transaction Accourds profit in accordance witmaragraph(xiii) ;

pro rataaccording to the respective amounts thereof, payment of any dthg Compensation
Amounts and any Hedge Provider Subordinated Amounts, if any, due and payable Basiach
Hedge Provider in respect of arBasis Hedge Agreement other than any Hedge Provider
Subordinated Amounts that are due and payabl@assHedge Provider under amasisHedge
Agreement or under any other hedging arrangements entered into by the Issuer which are funded
by a Hedge Replacemdntemium;

on any Interest Payment Date falling on or after the-Stgate or the Final Redemption Date,
in or towards repaying principal due on tRatedNotes in accordance with the Conditigisee
Condition5(a) (Mandatory Redemption in Part from Available Redemption PJnds

payment of interest due and payable and all arrears of interest remaining unpaid (including
Deferred Interest and Additiahintereston the Class Z Notes together with (if applicable) interest
thereon

payment of interest due and payable and all arrears of interest remaining unpaid (including
Deferred Interest and Additional Interpsh the Class S Notes together withafifplicable) interest
thereon;

to pay principapari passuandpro ratato the holders of the Class S Notes (subject to the principal
payment not reducing the Principal Liability Outstanding of the Class S Notes below the aggregate
of the General Reserve Fd Required Amounénd the Class A and Class B Liquidity Reserve
Fund Required Amount on such Interest Payment Date);

to provide for amounts due on the relevant Interest Payment Date to pay interest (including any
Deferred Interest) due and payable onGfess S VFN;

to provide for amounts due on the relevant Interest Payment Date to repay principal due and
payable on the Class S VFN;

provision for, at the option of the Issuer, a reserve to fund any purchases of hedging arrangements
and/or related guararge in the next Interest Period;
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(xxvi)  provision for any amounts then due or overdue to the Issue Services Provider under the Issue
Services Fee Letter (each including any value added tax chargeable thereon, as applicable);

(xxvii)  provision for payment to the Administoas or Paragon Corporate Services Provider of such fees
as the Issuer and the Administrator Paragon Corporate Services Provider (as the case may be)
may agree (including, without limitation in the Paragon Corporate Services Letter) in respect of
facilities or services provided to the Issuer by the AdministsaipParagon Corporate Services
Provider (as the case may be) other than fees provided for above (each including any value added
tax chargeable thereon, as applicalsig)ject to such fees not exceeding £5,000 on the relevant
Interest Payment Dgtand

(xxvii) on any Interest Payment Date prior(but excluding) the Stedp Date any excess amouipi®
rata andpari passtas RC1 Payments to the holders of the RC1 Residual Certificatésllandng
the StepUp Date any excess amourniso rataandpari passuas RC2 Payments to the holders of
the RC2 Residual Certificates,

all as set out in a deed of subarge and assignment to be entered into between the Issuer, the Trustee, the
Paragon Corporate Services Provider,MaplesCorporate Services Provider, the Selléhe Substitute
Administrabr Facilitator, the Administratey the Issue Services Provider, tBasisHedge Providerghe
Substitute Administrator and others (tH2eed of Chargé).

If and to the extent that the provis®sapecified in paragraplisxvi) and(xxvii) inclusive above are ade

on an Interest Payment Date, the relevant amounts shall be paid to the persons entitled thereto on such
Interest Payment Date to the extent that the amounts credited to the Transaction Account representing a
credit balance on the Revenue Ledger arficserfit for such purpose.

Save for the General Reserve Fund, the Class A and Class B Liquidity Reserve Fund, the Mortgage Margin
Reserve Fund, the Mortgage MRF Discretionary Fund, the Conversion Margin Reserve Fund and the
Conversion MRF Discretionary Funthe Issuer will not be required to accumulate surplus cash as security
for any future payments on the Nates

Principal Priority of Payments

Until the security for the Notes becomes enforceable, the following paymenpsaigions are required

to be made out of the moneys standing to the credit of the Transaction Account and representing the credit
balance on the Principal Ledger less any amount to be applied to fund a Senior Expenses Deficit
("Available Principal") on each Interest Payment Date, in the following order of priority (except to the
extent that any of item@), (ii) and(iii) is identified as being due and payable prior to the determination of
amounts due in pridy thereto, in which case amounts shall be allocated to payment of such items upon
identification) (the'Principal Priority of Payments"):

0] the aggregate principal amount of Mandatory Further Advances funded byuke dssing the
relevant Collection Period (or expected to be funded on or prior to the Interest Payment Date
immediately succeeding the relevant Collection Period) other than such as have been or will be
funded by debiting amounts standing to the credthefMFA PreFunding Reserve Ledger and
crediting such amounts to the Principal Ledger in accordance with the Administration Agreement;

(i) the aggregate principal amount of Discretionary Further Advances funded by the Issuer during the
relevant Collection Perd (or expected to be funded on or prior to the Interest Payment Date
immediately succeeding the relevant Collection Period);

(iii) the aggregate amount of principal applied during the relevant Collection Period in refunding
reclaimed direct debit payments gspect of the Mortgages and/or reimbursemoéany amount
payable to th€ollection Account Banks in accordance with the direct debiting scheme and debited
to the Principal Ledger;

(iv) in or towards repaying principal due on the Clagd\ates the Class A2 Mtesthe Class B Notes,
the Class C Notes, the Class D Notes, the Class Z Notes, the Class S Notes and the Class S VFN
in accordance with the Conditions and the provisions of the Trust Bedd;

v) any excess amounts as Available Revenue
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Enforcement Priority of Payments

The terms on which the security interests, referreoetowin "Security for the Noté&swill be held will

provide that all moneys received or recovered after the security constituted by or pursuant to the Deed of
Charge has become enforckalf PostEnforcement Amounts') shall (subject as provided therein, in
particular the exceptions described"#pplication of Excess Hedge Collateral and Hedge Replacement
Premiuni below) be applied in the following order of priority (in each case, rata according to the
respective amounts thereof) (thEnforcement Priority of Payments' and, together with the Revenue
Priority of Paymentand the Principal Priority of Payments, tiayments Priorities') on such dates from

time to time as the Trustee may decide:

()

(ii)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

(a) first, pari passuandpro rata, the remuneration then payable to any receiver appointed
under the Deg of Charge and any costs, charges, liabilities and expenses incurred by such
receiver together with interest as provided in the Deed of Charge; and amounts due from
the Issuer to the Trustee together with interest thereon as provided in the Deed of Charge
(in each case, together with any VAT thereon in accordance with the relevant agreement);
and

(b) second,pari passuand pro rata, costs feesor expenses properly claimed (including,
without limitation, the reimbursement of such co$t®sand expenses propge paid by
any agent on behalf of the Issuer) by the Agents under the Agency Agreement, by the
Account Bank pursuant to the Account Bank Agreement and by any Hedge Collateral
Custodian (if applicable) under any Hedge Collateral Custody Agreement; andoents
to Borrowers under the Mortgages in respect of Mandatory Further Advances; and
surveillance fees to the Rating Agencies, (in each case, together with any VAT thereon in
accordance with the relevant agreement);

(a) certain fees and cof-pocket expenseand commissions of the Administragofb) certain
commissions previously received by the Issuer which have not previously been paid to the Seller;
(c) all moneys due and payable to the Substitute Administrator under the Substitute Administrator
Agreemen (including the commitment fee payable to the Substitute Administr@togach case,
together with any VAT thereon in accordance with the relevant agreent@ngll moneys due

and payable to the Substitute Administrator Facilitator under the Substkdiministrator
Facilitator Agreement; and (e) all moneys due and payable tM#mpdes Corporate Services
Provider under thiMaplesCorporate Services Agreement (in each case, together with any VAT
thereon in accordance with the relevant agreement);

any anounts due and payable by the Issuer to a Basis Hedge Provider other tvan Hadge
Provider Subordinated Amount and @)y Withholding Compensation Amounts;

(a) all interest unpaid in respect of the CladsNotesand the Class A2 Notdtogether with any
unpaid interest thereofl)) all principal moneys due in respect of the ClatdNatesand the Class
A2 Notes and(c) any other amounts due in respect of the Cldsi@tesand the Class A2 Notes

(a) all interst unpaid in respect of the Class B Notes (including any Deferred Interest and
Additional Interest (together with any unpaid Default Interest thereon)); (b) all principal moneys
due in respect of the Class B Notasgd(c) any other amounts due in respefcthe Class B Notes;

(a) all interest unpaid in respect of the Class C Notes (including any Deferred Interest and
Additional Interest (together with any unpaid Default Interest thereon)); (b) all principal moneys
due in respect of the Class C Notasgl(c) any other amounts due in respect of the Class C Notes;

(a) all interest unpaid in respect of the Class D Notes (including any Deferred Interest and
Additional Interest (together with any unpaid Default Interest thereon)); (b) all principal moneys
due inrespect of the Class D Notes)d(c) any other amounts due in respect of the Class D Notes;

(a) all interest unpaid in respect of the Class Z Notes (including any Deferred Interest and

Additional Interest (together with any unpaid Default Interest thgje) all principal moneys
due in respect of the Class Z Notes; and (c) any other amounts due in respect of the Class Z Notes;

-116-



(ix) payment of any Withholding Compensation Amounts and any Hedge Provider Subordinated
Amounts, if any, due and payable to e@dsisHedge Provider in respect of aBasisHedge
Agreement or under any other hedging arrangements entered into by the Issuer;

(X) (a) all interest unpaid in respect of the Class S Notes (including any Deferred Interest and
Additional Interest (together witany unpaid Default Interest thereon)); (b) all principal moneys
due in respect of the Class S Notsgl(c) any other amounts due in respect of the Class S Notes;

(i) (a) all interest unpaid in respect of the Class S VFN (including any Defatezdst and Additional
Interest (together with any unpaid Default Interest thereon)); (b) all principal moneys due in respect
of the Class S VFN; and (c) any other amounts due in respect of the Class S VFN;

(xii) all amounts due and payable by the Issuer:((a@he Paragon Corporate Services Provider under
the Paragon Corporate Services Letter and the Deed of Charge; (b) to the (Belkar the
Mortgage Sale Agreement, the Administration Agreement and the Deed of Cbnegyetharin
respect ofDeferred Purcase Consideration)c) to the Issue Services Provider under the Issue
Services Fee Letter (each including any value added tax chargeable thereon, as applicable);

(xii)  provision for(a) payment to the Issuer of the Issuer Profit Amaamt (b)payment to any tevant
authority for any other Tax including financial transaction tax (which cannot be met out of amounts
previously retained by the Issuer as profit under item (xiv)éaj9l

(xiv)  onany Interest Payment Date prior to (but excludingpteeUp Date to payny excess amounts,
pro rata and pari passuas RC1 Payments to the holders of the RC1 Residual Certificates and
thereafter to pay any excess amoupts, rata andpari passuy on such Interest Payment Date, as
RC2 Payments to the holders of the RC2 Residual Certificates.

Application of Excess Hedge&ollateral and HedgeReplacement Premium

Any amount attributable to the return of collateral ®asisHedge Provider and any Hedge Replacement
Premiumapplied by the Issuer in making any swap termination payment due from the IssuRadis a

Hedge Prowder will be paid directly to the relevaBasisHedge Provider and not in accordance with the
Revenue Priority of Payments or the Enforcement Priority of Payments. Any swap termination payment
applied by the Issuer in the purchase of one or more replatdmeging transactions shall be applied
directly to such purchase and shall not be paid in accordance with the Revenue Priority of Payments or the
Enforcement Priority of PaymentSee furtheithe section entitletiHedging Arrangemerits

If the Issuer redees any tax credit, allowance, st or repayment from the tax authorities of any
jurisdiction relating to the deduction or withholding that gave rise to the payme®dsistdedge Provider

of an"Additional Amount (as defined undeiHedging Arrangerants), then an amount equal to the net
cash received by the Issuer in respect of such tax credit, allowancdf eetepayment being &Swap

Tax Credit" shall be paid directly to thBasisHedge Provider and not in accordance with the Revenue
Priority of Payments or the Enforcement Priority of Payments.

Estimations and Reconciliations

In circumstances where the Administrator Report or other relevant information is not available, such that
the Administratos cannot determine the Revenue Receipts and Principal Receipts in respect of any
Collection Period, the amount of Revenue Receipts and Principal Receipts for the purposes of such
determination shall be estimated by reference to the threst megent Collection Periods. The
Administrator will also use the Revenue Receipts and Principal Receipts calculated in this manner for the
purpose of providing such information in relation to the Mortgages as may be required pursua®asisthe
Hedge Ajreements to the relevaBasisHedge Provider.

If an Administrator Report is subsequently delivered in respect of any subsequent Collection Period and
for the Collection Periods where no such information was available, then: (i) the Revenue Receljgs and t
Principal Receipts will be calculated on the basis of the information in such Administrator Report; and (ii)
one or more reconciliation payments in respect of a Reconciliation Amount may be required to be made by
the Issuer on the related and subseqlrgatest Payment Dates in order to account for any overpayment(s)
and/or underpayment(s) made on any Interest Payment Date during the relevant period of estimations in
accordance with Conditiof(h) (Determinations and Reconciliatipand the Administration Agreement.
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DESCRIPTION OF THE N OTES, THE VARIABLE FUNDI NG NOTE AND RESIDUAL
CERTIFICATES IN GLOB AL FORM

The issue of the Notes and the Residual Certificates is authorised by resolutions of the Board of Direcrars
of the Issuer passed @8 June2019. The Notes and the Residual Certificates will be constituted by a st
deed (thé Trust Deed') expected to be dated the Closing Date (as defined below) between the Issuar and
Citicorp Trustee Company Limited (th&rustee", which expression shall include its successors as trustee
under the Trust Deed) as trustee for the Notadrsldas defined in Conditiak(a)). The proceeds of the

Notes and the Residual Certificates will be applied by the Issuer as describks iof Poceed$ below.

The statements set out below include summaries of, and are subject to, the detailed provisions of the Trust
Deed and the Deed of Charge.

The Noteholders and thesidualCertificateholders will be entitled to the benefit of, will be boupdand
will be deemed to have notice of, all the provisions of the Trust Deed and the Deed of Charge and will be
deemed to have notice of all the provisions ofRieéevant Documents

General

The Notes of each Clagsther than the Class S VFNgs at the Closing Date, will be represented by a
Global Note. Each of the RCla Residual Certificates, RC1b Residual Certificates, RC2a Residual
Certificates and RC2b Residual Certificates, as at the Closing Date, will tesesfed by a Global
Residual Certificate. All capitalised terms not defined in this paragraph shall be as defined in the Conditions
of the Notes or the Conditions of the Residual Certificates, as applidhlgeClass S VFN Registrar will
maintain a regigr in which it will register the holder of the Class S VFN as the owner of the Class S VFN.

In a press release dated 22 October 20B8plution of the custody arrangement for international debt
securities and their eligibility in Eurosystem credit opaas’', the ECB announced that it has assessed the
new holding structure and custody arrangements for registered notes which the ICSDs had designed in
co-operation with market participants and that notes to be held under the new structursefthe
Safekeepng Structure™” or"NSS') would be in compliance with th&tandards for the use of EU securities
settlement systems in ESCB credit operationt the central banking system for the Euro (the
"Eurosystent’), subject to the conclusion of the necessary legal and contractual arrangements. The press
release also stated that the new arrangements for notes to be held in NSS form will be offered by Euroclear
and Clearstream, Luxembourg as of 30 Jubie02and that registered debt securities in global registered
form held through Euroclear and Clearstream, Luxembourg after 30 September 2010 will only be eligible
as collateral in Eurosystem operations if the New Safekeeping Structure is used.

The Global Mtes and the Global Residual Certificates will be deposited on or about the Closing Date with
a common depositary for both Euroclear and Clearstream, Luxemboul@{thenon Depositary') and,

in the case of Notes to be held untter NSS, will be deposited with the common safekeeper for Euroclear
and Clearstream, Luxembourg (theommon Safekeepe€l). It is intended that the ClasslAlotesand

the Class A2 Notewhich are to be held under the NSS will ledd in a manner to enable Eurosystem
eligibility, however, it cannot be confirmed that the CladsMotesand the Class A2 Notds be held

under NSS will be recognised as eligible collateral for Eurosystem monetary policy and intraday credit
operations ¥ the Eurosystem either upon issue or at any or all times during their life. Such recognition
will depend upon the European Central Bank being satisfied that Eurosystem eligibility criteria have been
met.

The Global Notes and the Global ResidGattificates will be registered in the name of a nominee for the:
Common Depositary for both Euroclear and Clearstream, Luxembourg and, in the case of Notes to be held
under the NSS, will be deposited with the Common Safekeeper and registered in the aammioke of
Euroclear and Clearstreamuxembourg The Registrar will maintain a register in which it will register

the nominee for the Common Depositary, or in the case of Notes to be held under the NSS, the Common
Safekeeper, as applicable, as the emof the Global Notes.

Upon confirmation by the Common Depositary or the Common Safekeeper (as applicable) that it has
custody of each Global Note and/or Global Residual Certificate, as applicable, Euroclear or Clearstream,
Luxembourg, as the case may w#l record the beneficial interests in such Global Note or Global Residual
Certificate, as applicable (tH8ook-Entry Interests") attributable thereto.
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Book-Entry Interests in respect of each Global Note will be recorded in denominations of £100,000 and for
so long as Euroclear and Clearstream, Luxembourg so permit, any amount in excess thereof in integral
multiples of £1,000 (ahAuthorised Denomination'). Ownership of BoolEntry Interests is limited to
persons that have accounts with Euroclear or Clearstream, Luxemboul'@dttieipants") or persons

that hold interests in the Bodkntry Interests ttough Participants (tHeéndirect Participants"), including,

as applicable, banks, brokers, dealers and trust companies that clear through or maintain a custodial
relationship with Euroclear or Clearstream, Luxembourg, edhectly or indirectly. Indirect Participants

shall also include persons that hold beneficial interests through such Indirect ParticipantsEnBgok
Interests will not be held in definitive form. Instead, Euroclear and Clearstream, Luxembourgicablppl

will credit the Participantsaccounts with the respective Begkitry Interests beneficially owned by such
Participants on each of their respective beakry registration and transfer systems. The accounts initially
credited will be designated blye Joint Lead ManagersOwnership of BoolEntry Interests will be shown

on, and transfers of Bodkntry Interests or the interests therein will be effected only through, records
maintained by Euroclear or Clearstream, Luxembourg (with respect toténests of their Participants)

and on the records of Participants or Indirect Participants (with respect to the interests of Indirect
Participants). The laws of some jurisdictions or other applicable rules may require that certain purchasers
of securites take physical delivery of such securities in definitive form. The foregoing limitations may
therefore impair the ability to own, transfer or pledge B&oiry Interests.

So long as a nominee for the Common Depositary or, in the case of Notes helthemes, the Common
Safekeeper, is the registered holder of each Global Note and Global Residual Certificate underlying the
Book-Entry Interests, the nominee for the Common Depositary or the Common Safekeeper (in the case of
Notes held under the NSS), e considered the sole Noteholder or Certificateholder, as applicable of
such Global Note or Global Residual Certificate, respectively, for all purposes under the Trust Deed.
Except as set forth in the section entitle&ssuance of Definitive Notes abefinitive ResidualCertificate$,

below, Participants or Indirect Participants will not be entitled to have Not&esidualCertificates
registered in their names, will not receive or be entitled to receive physical delivery of NBtesidwal
Certificates in definitive registered form and will not be considered the holders thereof under the Trust
Deed. Accordingly, each person holding a B&okry Interest must rely on the rules and procedures of
Euroclear or Clearstream, Luxembourg, as the caselreagnd Indirect Participants must rely on the
procedures of the Participants or Indirect Participants through which such person owns its interest in the
relevant BookeEntry Interests, to exercise any rights and obligations of a holder of NofResadual
Certificates, as applicable, under the Trust Deed. See the section éAtitied in Respect of the Global
Notes, Global Residual Certificates and the B&witry Interests, below.

Unlike legal owners or holders of the Notes &esidualCertificatesholders of the BoolEntry Interests

will not have the right under the Trust Deed to act upon solicitations by the Issuer or consents or requests
by the Issuer for waivers or other actions from Noteholders aRe&idualCertificateholders, as applicable.
Instead, a holder of Boekntry Interests will be permitted to act only to the extent it has received
appropriate proxies to do so from Euroclear or Clearstream, Luxembourg, as the case may be, and, if
applicable, their Participants. There can be norasse that procedures implemented for the granting of
such proxies will be sufficient to enable holders of B&wkry Interests to vote on any requested actions

on a timely basis. Similarly, upon the occurrence of an Event of Default under any Global Kddbal

Residual Certificate, holders of Bodatry Interests will be restricted to acting through Euroclear or
Clearstream, Luxembourg unless and until Definitive Notes or DefiniResidual Certificatesas
applicable are issued in accordance with onditions of the Notes or Conditions of the Residual
Certificates, respectively. There can be no assurance that the procedures to be implemented by Euroclear
and Clearstream, Luxembourg under such circumstances will be adequate to ensure the tiosdyoéxe
remedies under the Trust Deed.

In the case of each Global Note and each Global Residual Certificate, unless and urihBgdkterests

are exchanged for Definitive Notes or Definitive Residual Certificates, as applicable, such Global Note or
Global Residual Certificate held by the Common Depositary or, in the case of Notes held under the NSS,
the Common Safekeeper, may not be transferred except as a whole by the Common Depositary or, in the
case of Notes held under the NSS, the Common Safakée@esuccessor of the Common Depositary or,

in the case of Notes held under the NSS, the Common Safekeeper.

Purchasers of Boekntry Interests in a Global Note or Global Residual Certificate will hold Beraky
Interests in such Global Note ore GloBasidual Certificate, as applicable, relating thereto. Investors may
hold their BookEntry Interests in respect of the Global Notes and/or Global Residual Certificates directly
through Euroclear or Clearstream, Luxembourg (in accordance with the previsgnforth under
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"Transfers and Transfer Restrictidndelow), if they are account holders in such systems, or indirectly
through organisations which are account holders in such systems. Euroclear and Clearstream, Luxembourg
will hold Book-Entry Interets in the Global Notes and Global Residual Certificates on behalf of their
account holders through securities accounts in the respective account'hwldas on Euroclearand
Clearstream, Luxembouggrespective booekntry registration and transfer syms.

Although Euroclear and Clearstream, Luxembourg have agreed to certain procedures to facilitate transfers
of Book-Entry Interests among account holders of Euroclear and Clearstream, Luxembourg, they are under
no obligation to perform or continue torfrm such procedures, and such procedures may be discontinued

at any time. None of the Issuer, tAerangers any Joint Lead Manager, the Trustee or any of their
respective agents will have any responsibility for the performance by Euroclear or Cieaystre
Luxembourg or their respective Participants or account holders of their respective obligations under the
rules and procedures governing their operations.

Payments on the Global Notes and the Global Residual Certificates

Payment of principal and interest on, and any other amount due in respect of, the Global Notes will be made
in Sterling by Citibank, N.A., London Branch, as the Principal Paying Agent on behalf of the Issuer to the
order of the Common Depositary or its noee, or, in the case of Notes held under the NSS, the Common
Safekeeper or its nominee as the registered holder thereof with respect to the Global Notes. Each holder of
Book-Entry Interests must look solely to Euroclear or Clearstream, Luxembourg, essthenay be, for

its share of any amounts paid by or on behalf of the Issuer to the order of the Common Depositary, or their
nominees or, in the case of Notes held under the NSS, the Common Safekeeper or their nominees, in respect
of those BookEntry Intaests. All such payments will be distributed without deduction or withholding for

or on account of any taxes, duties, assessments or other governmental charges of whatever nature except as
may be required by law. If any such deduction or withholdingdgired to be made, then neither the

Issuer, the Paying Agents nor any other person will be obliged to pay additional amounts in respect thereof.

In accordance with the rules and procedures for the time being of Euroclear or, as the case may be,
Clearstrem, Luxembourg, after receipt of any payment from the Principal Paying Agent to the order of the
Common Depositargr, in the case of Notes held under the NSS, the Common Safekeeper, the respective
systems will promptly credit their Participarnggcounts wth payments in amounts proportionate to their
respective ownership of Bodkntry Interests as shown in the records of Euroclear or Clearstream,
Luxembourg. On each record date (tfecord Date') Euroclear and Clearstream, Luxembowri)
determine the identity of the Noteholders dRdsidualCertificateholders for the purposes of making
payments to the Noteholders and/or ResidualCertificateholders, as applicable. The Record Date, in
respect of the Notes and Residual Certificatesd! be as at the close of business on the Business Day prior

to the relevant Interest Payment Date. The Issuer expects that payments by Participants to owners of
interests in Bookentry Interests held through such Participants or Indirect Participalhise governed

by standing customer instructions and customary practices, as is how the case with the securities held for
the accounts of customers in bearer form or registeréstieet namg and will be the responsibility of

such Participants or Indict Participants. None of the Issuer, any agent of the Issuekfrdnegers any

Joint Lead Manager, the Trustee, the Paying Agamtise Registrar will have any responsibility or liability

for any aspect of the records relating to or payments madecmunt of a Participaatownership of Book

Entry Interests or for maintaining, supervising or reviewing any records relating to a Par§@panarship

of Book-Entry Interests.

Information Regarding Euroclear and Clearstream, Luxembourg

Euroclear and Clearstream, Luxembourg

Euroclear and Clearstream, Luxembourg have advised the Issuer as follows:

Euroclear and Clearstream, Luxembourg each hold securities for their account holders and facilitate the
clearance and settlement of securitiesnsactions by electronic boektry transfer between their
respective account holders, thereby eliminating the need for physical movements of certificates and any

risk from lack of simultaneous transfers of securities.

Euroclear and Clearstream, Luxembgpueach provide various services including safekeeping,
administration, clearance and settlement of internationally traded securities and securities lending and
borrowing. Euroclear and Clearstream, Luxembourg each also deal with domestic securities imarket
several countries through established depositary and custodial relationships. An electronic bridge has been
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established between the two systems of Euroclear and Clearstream, Luxembourg across which their
respective account holders may settle tradés @ach other.

Account holders in both Euroclear and Clearstream, Luxembourg are worldwide financial institutions
including underwriters, securities brokers and dealers, banks, trust companies and clearing corporations.
Indirect access to both Eurocleard Clearstream, Luxembourg is available to other institutions that clear
through or maintain a custodial relationship with an account holder of either system.

An account holdes overall contractual relations with either Euroclear or Clearstream, Luxegnhoi
governed by the respective rules and operating procedures of Euroclear or Clearstream, Luxembourg and
any applicable laws. Both Euroclear and Clearstream, Luxembourg act under such rules and operating
procedures only on behalf of their respectigceaunt holders, and have no record of or relationship with
persons holding through their respective account holders.

The Issuer understands that under existing industry practices, if either of the Issuer or the Trustee requests
any action of owners of Boekntry Interests or if an owner of a Boe&try Interest desires to give
instructions or take any action that a holder is entitled to give or take under the Trust Deed or the Deed of
Charge, Euroclear or Clearstream, Luxembourg, as the case may be, wiwddsa the Participants

owning the relevant BoeEntry Interests to give instructions or take such action, and such Participants
would authorise Indirect Participants to give or take such action or would otherwise act upon the
instructions of such India¢ Participants.

Redemption

In the event that any Global Note (or portion thereof) is redeemed, the Principal Paying Agent will deliver
all amounts received by it in respect of the redemption of such Global Note to the nominee of the Common
Depositary orin the case of Notes held under the NSS, the Common Safekeeper, and, upon final payment,
will surrender such Global Note (or portion thereof) to or to the order of the Principal Paying Agent for
cancellation. Appropriate entries will be made in the Repisthe redemption price payable in connection

with the redemption of BocEntry Interests will be equal to the amount received by the Principal Paying
Agent in connection with the redemption of the Global Note (or portion thereof) relating theretanyFor
redemptions of a Global Note in part, selection of the relevant oty Interest relating thereto to be
redeemed will be made by Euroclear or Clearstream, Luxembourg, as the case may be, in accordance with
the rules and procedures of Euroclear oeadtream, Luxembourg, as the case may be). Upon any
redemption in part, the Principal Paying Agent will mark down the schedule to such Global Note by the
principal amount so redeemed.

Cancellation
All Notes redeemed in full will be cancelled forthwith the Issuer and may not be reissued or resold.
Transfers and Transfer Restrictions

All transfers of BookEntry Interests will be recorded in accordance with the fmuky systems
maintained by Euroclear or Clearstream, Luxembourg,pa$icable, pursuant to customary procedurss
established by each respective system and its Participant§ G&eeral above.

Beneficial interests in the Global Notes and Global Residual Certificates may be held only through
Euroclear or Clearstream, Luxembourg. The Global Notes and Global Residual Certificates will bear a
legend substantially identical to that appearing insthetion entitled Transfer Restrictions and Investor
Representatiorisand neither the Global Notes, the Global Residual Certificates nor any beneficial interest
therein may be transferred except in compliance with the transfer restrictions set forthlégete
appearing in the Global Notes or Global Residual Certificates, as applicable.

Issuance of Definitive Notes and Definitive Residual Certificates

Holders of BookEntry Interests in the Global Notes or Global Certificates will be entitled to receive
Definitive Notes in registered form (Definitive Notes) in exchange for their respective holdings of Book
Entry Interests if (a) Euroclear or Clearstream, Luxembourg are closed for business for a continuous period
of 14 days (other than by reason of holidstatutory or otherwise) or announce an intention permanently

to cease business and do so cease to do business and no alternative clearing system satisfactory to the
Trustee is available or (b) as a result of any amendment to, or change in, the lawsgatiorsgof the
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United Kingdom (or any political subdivision thereof) or of any authority therein or thereof having power
to tax or in the interpretation by a revenue authority or a court of, or in the administration of, such laws or
regulations which becenes effective on or after the Closing Date, the Issuer or any Paying Agent is or will
be required to make any withholding or deduction from any payment in respect of a Global Note or Global
Residual Certificate which would not be required if the GlobaleNmt Global Residual Certificate, as
applicable, were in definitive registered form and a certificate to such effect signed by an authorised director
of the Issuer is delivered to the Trustee.

Any Definitive Notes or Definitive Residual Certificates issiuredxchange for BooEntry Interests in the

Global Notes or Global Residual Certificates, as applicable, will be registered by the Registrar in such name
or names as the Issuer shall instruct the Principal Paying Agent based on the instructions arEurocle
Clearstream, Luxembourg, as the case may be. It is expected that such instructions will be based upon
directions received by Euroclear or Clearstream, Luxembourg from their Participants with respect to
ownership of the relevant Bodkntry Interests. Holders of Definitive Notes or Definitive Residual
Certificates issued in exchange for Bebhtry Interests in the Global Notes or Global Residual Certificates,

as applicable will not be entitled to exchange such Definitive Note or Definitive Residtidic&te for
Book-Entry Interests in such Global Notes or Global Residual Certificates, as applicable. Any Notes or
Residual Certificates issued in definitive form will be issued in registered form only within 30 days of the
occurrence of the relevantemt (but not earlier than thiest day following the expiry of 40 days after the
ClosingDate) and will be subject to the provisions set forth ufidleansfers and Transfer Restrictions

above and provided that no transfer shall be registered for a period of 15 days immediately preceding any
due date for payment in respect of the Note or, as the case may be, the due date for redemption. Definitive
Notes will not be issued in an AuthorisBenomination.

Action in Respect of the Global Notes, Global Residual Certificates and the Houky Interests

Not later than 10 days after receipt by the Issuer of any notices in respect of a Global Note or Global
Residual Certificate or any notice afligitation of consents or requests for a waiver or other action by the
holder of a Global Note or Global Residual Certificate, as applicable, the Issuer will deliver to Euroclear
and Clearstream, Luxembourg a notice containing (a) such information@stasned in such notice, (b)

a statement that at the close of business on a specified record date Euroclear and Clearstream, Luxembourg
will be entitled to instruct the Issuer as to the consent, waiver or other action, if any, pertaining to the Book
Entry Interests or the Global Note or Global Residual Certificate and (c) a statement as to the manner in
which such instructions may be given. Upon the written request of Euroclear or Clearstream, Luxembourg,
as applicable, the Issuer shall endeavour insafq@aracticable to take such action regarding the requested
consent, waiver or other action in respect of the BBoly Interests or the Global Note or Global Residual
Certificate in accordance with any instructions set forth in such request. Eurocl€eaostream,
Luxembourg are expected to follow the procedures described UGdgreral above, with respect to
soliciting instructions from their respective Participants. The Registrar will not exercise any discretion in
the granting of consents or waisesr the taking of any other action in respect of the Bowty Interests

or the Global Notes or Global Residual Certificates.

Reports

The Issuer will send to Euroclear and Clearstream, Luxembourg a copy of any notices, reports and other
communications meived relating to the Issuer, the Global Notes, the Global Residual Certificates or the
Book-Entry Interests. Any notice shall be deemed to have been duly given to the relevant Noteholders if
sent to each of Euroclear and Clearstream, Luxembourd Qlearing Systems) for communication by

them to the holders of the relevant Notes and shall be deemed to be given on the date on which it was so
sent and (so long as the relevant Notes are admitted to trading and listed on tlad IG8ficany notice

shall also be published in accordance with the relevant guidelines of the London Stock Exchange. See also
Condition12 (Notice9 of the Notes.

Class S Variable Funding Note

The Class S VFN will be issued in dematerialised registered form and no certificate evidencing entitlement

to the Class S VFN will be issued. The Issuer will also maintain a register, to be keptssudfebehalf

by the Class S VFN Registrar, in which the Class S VFN will be registered in the name of the Class S VFN

Holder. Transfers of the Class S VFN may be made only through the register maintained by the Issuer and
are subject to the transfeistactions set out in Conditioh(d) (Title to the Notes
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Article 5 Information Requests

The Trust Deed contains provisions that requireTtustee, as soon as reasonably practicable following its
receipt thereof, to forward any Article 5 Information Request to PFPLC. Further, the Risk Retention Deed
of Covenant contains provisions, upon receipt of an Article 5 Information Request by PFPLC:

(a) requiring PFPLC to send an acknowledgement of receipt of the Article 5 Information Request
using the contact information provided therein with 3 Business Days of such receipt;

(b) requiring PFPLC to consider the Article 5 Information Request in good faith;
(c) providing that, in considering the Article 5 Information Request, PFPLC may, at its option:

(i) request further clarification or information from the Noteholder that PFPLC reasonably
considers necessary or desirable for the purposes of determining the naturéeclef BArt
Information requested or making any evaluation referred to in Paragraph (d) below;

(i) request that the Noteholder undertake tofprel or indemnify PFPLC in respect of any
reasonable and duly documented costs or expenses that it incurs in teeofolbitsining the
requested Article 5 Information or making any evaluation referred to in paragraph (d) below;
or

(d) requiring PFPLC to, within 5 Business Days of acknowledging receipt of such request, or
receiving the response from the investor in accorglamith Clause 3.1(c)(i), respond to the
relevant Noteholder either (i) providing that Article 5 Information requested or (ii) providing an
explanation as to why, in the view of PFPLC acting in good faith, such Article 5 Information
should not be provided ¢he provision of such information is not necessary;

(e) providing that PFPLC shall not be liable in respect of communications sent by it that are not
received due to circumstances beyond its control, or due to incorrect information being included
in any Aricle 5 Information Request.

"Article 5 Information Request" means a written notice received by the Trustee from any Noteholder (i)
requesting PFPLC to provide such Article 5 Information as may be specified therein, together with (a) a
proof of theNoteholder's holding of Notes in a form reasonably satisfactory to the Trustee, (b) a postal or
email address through which the Noteholder may be contacted for the purposes of providing a response to
such Article 5 Information Request, and (c) a certifaatfrom the Noteholder that the information
requested therein is Article 5 Information;
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SECURITY FOR THE NOT ES

The security for the Notdthe" Security") will be created pursuant to, and on the terms set out in, the Deed
of Charge, whib will create in favour of the Trustee on trust for (among other persons) the Noteholders:

(1) a first fixed subcharge over the Mortgages purchased by the Issuer from thesSeltisr the
Mortgage Sale Agreement and, where those Mortgages have thet m#nafiguarantee, an
assignment in security of the benefit of the guarantee;

(2) an assignmeriiy way of securityf the Issués interest in various insurance policies taken out in
connection with the Mortgages;

3) an assignment by way of security of thsuels rights undeeach othe Mortgage Sale Agreement,
the Maples Corporate Services Agreement, the Paragon Corporate Services Letter, the Issue
Services Fee Letter, the Administration Agreement, the Substitute Administrator Agreement, the
SubstituteAdministrator Facilitator Agreement, ttitisk RetentiorDeed of Covenanthe Deed
Poll, the Agency Agreement, the Collection Account DeclaratmnTrust, the Crossollateral
Mortgage Rights Deexlthe Subscription Agreement, the Account Bank Agreement, the Hedge
Collateral Custody Agreement (if applicable), BesisHedge Agreemeni{without prejudice to,
and after giving effect to, any contractual netting provisions contained in the Hedge Agtgem
and other hedging arrangements entered into by the Issuer;

4) an assignment by way of security of the Is&ugghts to all moneys standing to the credit of the
Transaction Account and any other bank accounts in which the Issuer has an intecbsin@yh
take effect as a floating charge and thus rank behind the claims of certain preferential creditors);

(5) a first fixed charge over any Authorised Investments and any other investments of the Issuer
(which may take effect, in certain cases, as ifgatharges or equitable charges and thus rank
behind the claims of certain preferential and other creditors); and

(6) a floating charge (ranking behind the claims of certain preferential creditors) over the undertaking
and all the assets of the Issuer evhare not already subject to fixed security.

The Security will also stand as security for any amounts owing or payable by the Issuer to each, some or
any of the Secured Creditors under the Notes or the Relevant Documents (such amounts'tssng e
Amounts").

In this Prospectus,Secured Creditors' means anyeceiver, the Trustee, the Noteholders, the Substitute
Administrator, the Substitute Administrator Facilitat@ach Seler, each LegalTitle Holder, each
Administrator the Issue Services Provider, aplesCorporateServicesProvider the Paragon Corpoeat
Services Provider, the Agenttie Class S VFN Registrathe Account Bank, any Hedge Collateral
Custodian (if applicable) and eaBlasisHedge Provider.

The Deed of Charge will contain provisions regulating the priority of application of amounts forming part
of the Security among the persons entitled thereto.

The Deed of Charge will contain a provision whereby the Trustee and tlez leay agree, without the
consent of any of the other parties thereto, to waive the requirement of the Issuer to malrtinresof

main interests(as such term is defined in Article 3(1) Régulation (EU) No. 2015/848&e EU Insolvency
Regulationy) in England and Waleqrovided thatthe Trustee has received (i) from an Administrator a
certificate confirming, in its reasonable opinion that such waiver would not result in a downgrade of the
current ratings of the Notes and (ii) from Mo&dgind Rich, confirmation that such waiver would not result

in a downgrade of the then current ratings of the Notes (or in the case of Fitch only, provided that Fitch
have confirmed t&®ML asAdministrator that its policy is not to provide any ratings confirmatj&mL
asAdministrator confirngin writing to the Trustee that they have notified Fitch of the proposed waiver and
Fitch has not raised any objections thereto).

The Deed of Charge is governed by English law.
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TERMS AND CONDITIONS OF THE NOTES

The Pllowing is the text of the terms and conditions, (tB®nditions") which apply to the Notes and, if
Definitive Notes were to be issued, will be endorsed on the Notes. While any Notes remain in global form
the Conditions govern themx@ept to the extent that they are appropriate only to Notes in definitive form.

1. Issue, Form, Denomination and Title

(a) Issue of the Notes to Noteholders pursuant to the Trust Deed
Paragon Mortgages (N@®@PPLC (the"Issuer') has issued th&Notes', which comprise:
(@ the"ClassA1l Notes' which comprise the383,489,00Class AL Notes;

(i) the "ClassA2 Notes' which comprise the ¥51,540,00@Class A2 Notegand the Class
Al Notestogethemwith the Class A2 Notes, tH€lass A Notes');

(iii) the"ClassB Notes' which comprise the 24,741,000ClassB Notes;
(iv) the"ClassC Notes which comprisdhe £18,555,000CIassC Notes;
(V) the"ClassD Notes' which comprisghe £20,102,000ClassD Notes;
(vi) the"Class Z Note§ which comprisghe £20,105,000Class ZNotes;
(vii) the"Class S Noteswhich comprisehe £10,177,000Class S\otes;
(viii) the"Class S VFN which comprisghe 8,477,658Class S VFN

pursuant to a trust deed (thErust Deed') dated on or abo&July 2019or such later date agreed
between the Issuer and the Joint Lead Managers for the issue of the Not€ddsieg Date')
between the Issuer and Citicorp Trustee Company Limited Tthestee", which expression shall
include its successors as trustee under the Trust &wkdny other person or persons from time
to time acting as trustee under the Trust Dead trustee of the Holders (as defined in
Condition1(d)) for the time being of the Clagsl Notes (together th&ClassA1 Noteholders'),

the Holders for the time being of tiidassA2 Notes (together th&ClassA2 Noteholders®), the
Holders for the time being of the Class B Notes (togetherGlass B Noteholdery), the Holders
for the time being of the Class C Notes (togethel'@lass C Noteholder), the Holders for the
time being of the Class D Notes (together 'tBdass D Noteholders), the Holders for the time
being of the Class Z Notes (together thiass Z Noteholders) the Holders for the time being of
the Class S Notes (together thi@ass S Noteholdery and the Holder fothe time being of the
Class S VFNthe"Class S VFN Holdet')and together with the Clagsl Noteholdersthe Class
A2 Noteholdersthe Class B Noteholders, the Class C Noteholders, the Class D Noteholders, the
Class Z Noteholderand the Class S Noteholders, tiNoteholders').

In these Condition&class shall be a reference to a class of the Notes being each or any of the
Class A Notes,the Class A2 Noteshe Class B Notes, the Class C Notes, the Class D Notes, the
Class Z Notes, the Class S Notes or the Class S VFN, as the context may requictasze8

shall be construed accordingly

In these Conditions,Rated Note$ shall mean the ClassiANotes,the Class A2 Noteshe Class
B Notes, the Class C Notes and the Class D Notes.

The Noteholders will be entitled to the benefit of, will be bound by, and will be deemed to have
notice of, all the provisions of the Trust &band the Deed of Charge (as defined in Cond&jon

and will be deemed to have notice of all the provisions of the Relevant Documents (asidefined
Condition3(a)(i)(B)). Expressions defined in those documents and not otherwise defined in these
Conditions shall where used in these Conditions have the meanings indicated in the Relevant
Documents. Certain provisions of these Conditions are summaries of the Relevanebiscmd

are subject to their detailed provisions. Copies of the Relevant Documents will be available for
inspection at theegisteredffice of thelssuerand at the Specified Office for the time being of the
Principal Paying Agent
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(b)

©

(d)

Form of the Notes

Notes(otherthanthe Class S VFNyvill be represented by one or more permanent global notes in
fully registered form without interest coupons (each such global note in relation to a class of those
Notes being dGlobal Note").

Each GlobaNote, save for a Global Note to be held under the New Safekeeping StrUst88s)(

is expected to be deposited with, and registered in the name of, or a nominee of a common
depositary (the'Common Depositary') for, Euroclear Bank S.A./N.V., as operator of the
Euroclear System"Euroclear") and Clearstream Bankingsociété anonymeluxembourg
("Clearstream, Luxembourd' and together with Euroclear, thi€learing Systems$) on the
Closing Date. Global Notes to be held under NSS will be deposited with and registered in the
name of or in the name of a nominee fthe common safekeeper for Euroclead Clearstream,
Luxembourg.

The beneficial interests represented by the Global Note will be exchanged for Notes of the relevant
class in definitive registered form (each such NotBefinitive Note") only upon the occurrence

of certain limited circumstances specified in tBébal Nots. Upon such an exchange the
aggregate principal amount of the Definitive Notes shall be equal to the Principal Liability
Outstanding of the Notes at the date on which notice of exchange is ditie aprresponding
Global Note subject to and in accordance with the detailed provisions of these Conditions, the
Agency Agreement, the Trust Deed and the relevant Global Note. If issued, Definitive Notes will
be in the relevant denominations set oubbelwill be serially numbered and will be issued in
registered form only.

The Class S VFN will be idematerializedegistered form.
Denomination of the Notes

The Noteqother than the Class S VFHdje issued in minimum denominations of £100,000. Each
holding of Notes must be an integral multiple of £1,000 and for not less than the relevant minimum
denomination.

The Class S VFN will have a minimum denomination of £100,000 and may be issued and redeemed
in integral multiples of £1. No certificate evidenciggtittement to the Class S VFN will be issued.

The Class S VFN will be issued on the Closing Date with a nominal principal amo@ 7658

and a Principal Amount Outstanding &,£77,658will be subscribed for on the Closing Date.

Title to theNotes

The Issuer will cause to be kept at the Specified Office of Citibank, N.A., London Branch as
registrar (the"Registrar® which expression shall include its successors as registrar under the
Agency Agreement) a register (tHRegister') on which shall be entered the names and addresses
of the holders of the Notésther than the Class S VFIdihd the particulars of such Notes held by
them and all transfers and redemptions of such Notes.

No transfer of a Notéother tlan the Class S VFNyill be valid unless and until entered on the
Register. Transfers and exchanges of beneficial interests in the Global Notes and entries on the
Reqgister relating to the Notes will be made subject to any restrictions on transferthsat farch

Notes and the detailed regulations concerning transfers of such Notes contained in the Agency
Agreement, the Trust Deed and the relevant legends appearing on the face of the Notes (such
regulations and legends being tligansfer Regulations'). Each transfer or purported transfer

of a beneficial interest in a Global Note or a Definitive Note made in violation of the Transfer
Regulations shall be voidb initio and will not be honoured by the Issuer or the Trusteke T
Transfer Regulations may be changed by the Issuer with the prior written approval of the Trustee
and the Registrar. A copy of the current Transfer Regulations will be sent by the Registrar to any
Holder of a Note who so requests and by the PrincipdhBaAgent to any Holder of a Note who

SO requests.

For so long as any Note is represented by a Global Note, transfers and exchanges of beneficial
interests in that Global Note and entitlement to payments under that Global Note will be effected
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subject toand in accordance with the rules and procedures from time to time of Euroclear and/or
Clearstream, Luxembourg.

Beneficial interests in a Global Note may be held only through Euroclear or Clearstream,
Luxembourg at any time. Prior to the expiry @f40 dayperiod following the Closing Date
beneficial interests in a Global Note may not be held byUes.Persor' (as defined in
RegulationS under the Securities Act).

Title to the Class S VFN shall only pass by and upon registration thtisfer in the Class S VFN
Register provided that no transferee shall be registered as a new Class S VFN Holder unless (a) the
prior written consent of the Issubas ben obtainednd (b) such transferee has certifiedititer

alios, the Class S VFNRegistrar that it is (i) a person falling within paragraph 3 of Schedule 2A

to the Insolvency Act 1986, (ii) independent of the Issuer within the meaning of regulation 2(1) of
the Taxation of Securitisation Companies Regulations 2006 S| 2006/zZ9&mened) (the "

Taxation of Securitisation Companies Regulation$) and (iii) a Qualifying Noteholder. The

Issuer shall procure that the register in respect of the Class S VFIC(#ss S VFN Registel)

is kept by the Class S VFN Registrar.

"Qualifying Noteholder" means:
() a person which is beneficially entitled to interest in respect of the VFN and is:
(A) company resident in the Unitédngdom for United Kingdom tax purpose; or

(B) company not so resident in the United Kingdom which carries on a trade in the
United Kingdom through a permanent establishment and which will bring into
account payments of interest in respect of the Notes in atimgthe chargeable
profits (for the purposes of section 19 of the Corporation Tax Act 2009 (the
"CTA")) of that company; or

(©) a partnership each member of which is;
1) a company resident in the United Kingdom; or

(2) (a company not so resident in tbaited Kingdom which carries on a
trade in the United Kingdom through a permanent establishment and
which will bring into account payments of interest in respect of the Notes
in computing the chargeable profits (for the purposes of section 19 of the
CTA) the whole of any share of a payment of interest in respect of the
Notes that is attributable to it by reason of Part 17 of the CTA, or

(ii) a person which falls within any of the other descriptions in section 935 or 936 of the
Income Tax Act 2007 (ITA 2007) arghtisfies any conditions set out therein in order for
the interest to be an excepted payment for the purposes of section 930 ITA 2007.

In these Conditions, th&Holder" of a Note at any time means the person in whose name such
Note is registred at that time in the Register or Class S VFN Register (as applicable) (or, in the
case of a joint holding, the first named person).

In relation to each Note, the Holder will, to the fullest extent permitted by applicable law, be
deemed and treated dt imes, by all persons and for all purposes (including the making of
payments), as the absolute owner of such Note regardless of any notice to the contrary, any notice
of ownership, theft or loss, or of any trust or other interest in that Note or afréing on that

Note (other than the endorsed form of transfer).

Status and Relationship between the Classes of Notes

The Notes are obligations solely of the Issuer and are not obligations of, or guaranteed by, any
other person. The Notes aecured by fixed and floating security over all of the Issuessets
(the"Security") as more particularly described in a deed ofclirge and assignment (tHaeed

of Charge') dated the Closing Date betwe#re Issuer, the Trustee, Paragon Finance PLC,
Paragon Mortgages (2010) Limited, Paragon BankNtéples FiduciaryserviceqUK) Limited,
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@)

Homeloan Management Limited (th8ubstitute Administrator "), the Issue Services Provider
the Account Bank and tigasisHedge Provider

Notes in the same class rapliri passuand rateably without any preference or priority among
themselves in their right to receive principal and interest. Prior to the Security becoming
enforceabléhe Notes rank according to the priority of payments set out in Céaliseof theDeed

of Charge(the "Revenue Priority of Payment$) and Claus®.2 of theDeed of Chargdthe
"Principal Priority of Payments") and from and after the Security becoming enforceable the
Notes rank according to the priority of payments set out in CRu2sef theDeed of Chargghe
"Enforcement Priority of Payments' and, together with the Revenue Priority of Payments and
the Principal Priority of Payments, theayments Priorities"), in each case according to the terms

of the Relevant Documents (as defined in Condi@ita)(i)(B) and the Notes.

The Trust Deed and the Deed of Charge contain provisions requiring the Trustee to have regard
the interests of all dhe ClasA1 Noteholdersthe Class A2 Noteholdere Class B Noteholders,

the Class C Noteholders, the Class D Noteholders, the Class Z Noteholders, the Class S
Notehotlers and theClass S VFN Holdeas regards all powers, trusts, authorities, duties an
discretions of the Trustee (except where expressly provided otherwise), but requiring the Trustee
in any such case (a) to have regard only to the interests of the Class A Noteholders if, in the
Trusteés opinion, there is a conflict between the interedtthe Class A Noteholders and the
interests of the Class B Noteholders, the Class C Noteholders, the Class D Noteholders, the Class
Z Noteholders, the Class S Noteholders and/o€thes S VFN Holder(b) (subject to (a))o have

regard only to the intests of the Class B Noteholders if, in the Trustepinion, there is a conflict
between the interests of the Class B Noteholders the Class C Noteholders, the Class D Noteholders,
the Class Z Noteholders, the Class S Noteholders and/@dkse S VFN Hider, (c) (subject to

(a) and (b)) to have regard only to the interests of the Class C Noteholders if, in the Brustee
opinion, there is a conflict between the ietss of the Class C Noteholders, Gtass D
Noteholders, the Class Z Noteholders, thes€&a Noteholders and/or théass S VFN Holder(d)

(subject to (a), (band(c)) to have regard only to the interests of the Class D Noteholders if, in the
Trusteés opinion, there is a conflict between the interests of the Class D Noteholders andshe Cla
Z Noteholders, the Class S Noteholders and/o€thses S VFN Holder(e) (subject to (a), (b), (¢)
and(d)) to have regard only to the interests of the Class Z Noteholders if, in the Frogtieen,

there is a conflict between the interests of @&ss Z Noteholders and the Class S Noteholders
and/or theClass S VFN Holder(f) (subject to (a), (b), (c), (dnd(e)) to have regard only to the
interests of the Class S Noteholders if, in the Tristeginion, there is a conflict between the
interess of the Class S Noteholders and @lass S VFN Holder() (subject to (a), (b), (c), (d),

(e) and (f)) to have regard only to the interests of tblass S VFN Holdeif, in the Truste&s
opinion, there is a conflict between the interests ofGless S VFN Holdeaend the Residual
Certificateholders(h) (subject to (a), (b), (c), (d), (e), @nd(g)) (i) prior to the StepJp Date to

have regard only to the interests of the RC1 Residetificateholders if, in the Trustseopinion,

there is a conflict between the interests of the RC1 Residual Certificateholders and the RC2
Residual Certificateholders and (ii) on and following the SippDate to have regard only to the
interests of th RC2 Residual Certificateholders if, in the Tru'staminion, there is a conflict
between the interests of the RC1 Residual Certificateholders and the RC2 Residual
CertificateholdersWhere the Trustee ahl have regard to the interests of the Class AeNolders

the Trustee will treat the Class A1 Natédsany are then outstandingnd the Class A2 NoteH

any are then outstandings one Class of Notes and will seek instructions or resolutions of the
holders of the Class A1 Notes and the Class A&sltogether as one Class, without any regard to
conflicts as between the Class Al Noteholders and the Class A2 Noteholdezlyizgdolely on

the instructions or resolutions of the Class A Noteholders

Covenants of the Issuer

So long as any of the Notemmain outstanding (as defined in the Trust Deed), the Issuer shall not,
save to the extent permitted by the Relevant Documents or with the prior written consent of the
Trustee:

0] carry on any business other than as described in the Prospectu$ datg2019relating
to the issue of the Notemnd the Residual Certificatéand then only in relation to the
Mortgages and the related activities described therein) and in respect of that business shall
not engage in any activity or do anything whatsoever dxcep
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(ii)

(iii)

(iv)

V)

(A) own and exercise its rights in respect of the Security and its interests therein and
perform its obligations in respect of the Security including, for the avoidance of
doubt, funding Mandatory Further Advances and Discretionary Further
Advances;

(B) preserve and/or exercise and/or enforce any of its rights and perform and observe
its obligations under the Mortgage Sale Agreement, the NttesResidual
Certificatesthe Subscription Agreement and the other agreements relating to the
issue of the Notes (or any of thertije Residual Certificates (or any of thethg
Agency Agreementthe Risk RetentiorDeed of Covenanthe Trust Deed, the
Administration Agreement, ¢ Substitute Administrator Agreement, the
Substitute Administrator Facilitator Agreement, the Mortgages, the Deed of
Charge, the Collection Account Declarasonf Trust, each Basis Hedge
Agreement, the Issue Services Fee Letter, any other hedging arearigem
entered into by the Issuer from time to time, Maples Corporate Services
Agreement, the Paragon Corporate Services Letter, the Insurance Contracts, the
other insurances in which the Issuer at any time has an intérestross
collateral MortgageRights Deed, the Account Bank Agreement, the Hedge
Collateral Custody Agreement (if applicahldhe Deed Polland all other
agreements and documents comprised in the Security for the hlodethe
Residual Certificate&ll as defined in the Trust Dedtie Deed of Charge or the
Mortgage Sale Agreement) (together tRelevant Documents);

(©) to the extent permitted by the terms of the Deed of Charge or any of the other
Relevant Documents, pay dividends or make other distributoits members
out of profits available for distribution in the manner permitted by applicable law;

(D) use, invest or dispose of, or otherwise deal with, or agree or attempt or purport
to dispose of, any of its property or assets or grant any option otaightjuire
the same in the manner provided in or contemplated by the Relevant Documents
or for the purpose of realising sufficient funds to exercise its option to redeem
Notes in accordance with their respective terms and conditions; and

(E) perform any act icidental to or necessary in connection vi#, (B), (C) or (D)
above;

incur any indebtedness in respect of borrowed money whatsoever or give any guarantee
or indemniy in respect of any indebtedness excluding, for the avoidance of doubt,
indebtedness under the Agency Agreement, the Account Bank Agreement, the Hedge
Collateral Custody Agreement (if applicable), the Administration Agreement, Deed of
Charge, the Trust Ddethe Notes, the Residual Certificates, the Issue Services Fee Letter,
the MaplesCorporate Services Agreemettte Paragon Corporate Services Letter, each
Basis Hedge Agreement, the Substitute Administrator Agreement and the Substitute
Administrator Faditator Agreement;

create any mortgage, suhortgage, charge, swutharge, pledge, lien or other security
interest whatsoever (other than any which arise by operation of law) over any of its assets;

prejudice its eligibility for its corporation tax liab¥ito be calculated in accordance with
regulation 14 of th&axation of Securitisation CompaniRgegulations

consolidate or merge with any other person or convey or transfer its properties or assets
substantially as an entirety to any person, other thacoatemplated by the Deed of
Charge, the Trust Deed or the Administration Agreement, unless:

(A) the person (if other than the Issuer) formed by or surviving such consolidation or
merger or which acquires by conveyance or transfer the properties and assets of
the Issuer substantially as an entirety shall be a person incorporated and existing
under the laws of England and Wales, whose main objects are the funding,
purchase and administration of mortgages, and which shall expressly assume, by
a deed supplementt the Trust Deed, in a form satisfactory to the Trustee, the
due and punctual payment of principal and interest on the Notes and the
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performance and observance of every covenant in the Trust Deed and in these
Conditions on the part of the Issuer to befgrened or observed;

(B) immediately after giving effect to such transaction,Event of Default (as such
term is defined in these Conditiors)all have occurred and be continuing;

©) the Trustee is satisfied that the interests of the Noteholders will moategially
prejudiced by such consolidation, merger, conveyance or transfer;

(D) the Issuer shall have delivered to the Trustee a legal opinion containing such
confirmations in respect of such consolidation, merger, conveyance or transfer
and such supplementd¢ed and other deeds as the Trustee may require; and

(E) the then current ratings of the Notes are not adversely affected,;

(vi) permit the validity or effectiveness of the Trust Deed or the Deed of Charge or the priority
of the Security created thereby to be aneshderminated, postponed or discharged, or
permit any person whose obligations form part of the Security to be released from such
obligations;

(vii) in a manner which adversely affects the then current ratings of the Notes, have any
employees or premises or leaany subsidiaryor

(viii) have an interest in any bank account, other than the Transaction Account and the
Collection Accounts (as defined in the Trust Deed), unless such account or interest is
charged to the Trustee on terms acceptable to it

(b) So long as any dhe Notes remains outstanding the Issuer will procure that there will at all times
be one or more persons appointed as administrator of the Mortgages (éachmamistrator ").
Any appointment of an Administrator is subject to tippraval of the Trustee and must be of a
person with experience of administration of mortgages in England and Wales. An Administrator
will not be permitted to terminate its appointment withdnter alia, the prior written consent of
the Trustee and theduer. The appointment of an Administrator may be terminated by the Trustee
or the Issuer if, among other things, such Administrator is in breach of its obligations under the
Administration Agreement, which breach, in the opinion of the Trustee, is altgniejudicial
to the interests of the Most Senior Class and such breach is not remedied or deemed to be remedied
in accordance with the terms of the Administration Agreement. Upon the termination of the
appointment of an Administrator, the Substituninistrator will act as Administrator, pursuant
to the terms of the Substitute Administrator Agreement, but will have no liability under the
Mortgage Sale Agreement.

In these Conditions'Most Senior Clas$ means theClassA Notes or, if there are no Clags

Notes then outstanding, the Class B Notes or, if there are no Class A Notes or Class B Notes then
outstanding, the Class C Notes or, if there are no Class A Notes, Class B Notes or Class C Notes
then outstandinghe Class D Notes or, if there are no Class A Notes, Class B Notes or Class C
Notes or Class D Notes then outstanding, the Class Z Notes or, if there are no Class A Notes, Class
B Notes, Class C Notes, Class D Notes or Class Z Notes then outstandin@gsth& Glotes, or,

if there are no Class A Notes, Class B Notes, Class C Notes, Class D Notes, Class Z Notes or Class
S Notes tkn outstanding, the Class S VBN if there are no Class A Notes, Class B Notes, Class

C Notes, Class D Notes, Class Z Notess€18 Notes or Class S VRNen outstanding, prior to

the StepUp Date, the RC1 Residual Certificates ama andfollowing the StepUp Date, the RC2
Residual Certificates

4, Interest
(@) Interest Payment Dates

Interest shall accrue on a daily basis te Principal Liability Outstanding (as defined in
Condition5(b)) of each Note from and including the Closing Date.

Subject to Conditiod(b), such accrued interest in respect of each Noterfnal Interest") is
due and payable in arrear on Nbvember2019 andthereafter quarterly on each subsequent 15
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(b)

November 15February15Mayand 15Augustor if any such day is not a Business Day (as defined
below), the next succeeding Business Day (each such ddgtarest Payment Daté).

The period beginning on (and including) the Closing Date and ending on (but excluding) the first
Interest Payment Date relating to a Note and each successive period beginning on (and including)
an Interest Payment Date relating to that Note and endindpuirekcluding) the next Interest
Payment Date is called dinterest Period".

Normal Interest shall cease to accrue on any part of the Principal Liability Outstanding of a Note
as from (and including) the due date for redemptiosuzh part unless payment of principal due

is improperly withheld or refused, whereupon Normal Interest shall continue to accrue on such
principal at the Rate of Interest (as defined below) from time to time applicable to the Notes of that
class until the mneys in respect thereof have been received by the Trustee or the Principal Paying
Agent (as defined in the Trust Deed) and notice to that effect is given in accordance with
Condition12.

In these Conditions;Business Day means a day which is a London Business Ddyondon

Business Day means a day (other than Saturday or Sunday) on which commieacies and

foreign exchange markets settle payments and are open for general business (including dealings in
foreign exchange and foreign currency deposits) in London

Deferral of Interest on the Notes, Additional Interest, Default Interest ando&htion of Interest

() On each Interest Payment Date relating to @ags of Notegother than theClass Al
Notesor Class A2 Note®r, should they be th®ost Senior Class of Notethe other
classes of Notg¢gshe Normal Interest which has accrued on eda$s of Notegother than
the Class A Notesor Class A2 Notesr, should they be thiglost Senior Class of Notes
the other classes of Nojeduring the Interest Period ending on (but excluding) that
Interes Payment Date shall be due and payable on that Interest Payment Date only to the
extent of the amount to be applied in payment of that Normal Interest on that Interest
Payment Date in accordance with paragrg@ph$A), (vii) (A), (viii) (A), (iX)(A), (X)(A)
and(xi)(A) below and the remainder of such Normal Interest shall be deferred and from
then onwards be treated as Deferred Interest (as defined below) instead of Normal Interest.
Payments oNormal Interestiue on an Interest Pangnt Date in respect of théost Senior
Class of Notesvill not be deferred.

In these Condition$Deferred Interest' means, on any date in respect of a Class of Note
the aggregate amount of accrued interest in respect of that Class of Note which has been
deferred under paragrafih above and remains outstanding on that date.

(i) The full amount of Deferred Interest in relation t€kass of Note (other thathe Class
Al Notesand the Class A2 Notgshall be due and payable on the first date upon which
the whole Prigipal Liability Outstanding in respect of that Class of Note becomes due for
redemption and, prior to that date, shall be due and payable on each Interest Payment Date
only to the extent of the amount to be applied in payment of that Deferred Interkat on t
Interest Payment Date in accordance with pardgg@p(B), (vi)(B), (vii) (B), (viii) (B),
(ix)(B), (x)(B) and(xi)(B) below.

(iii) Interest shall accrue on the aggregate outstanding amount of Deferred Interest in respect
of aClass of Notgother tharthe Class A1 Noteand the Class A2 Notgsn each day
that such Deferred Interest remains outstanding but has not yet become dagabid p
(excluding the amount, if any, of Deferred Interest which is paid or discharged on that day
and excluding each day, if any, where Deferred Interest is paid on a later date in
accordance with ConditioBibecause the due date is not a Local Business Day) at the same
Rate of Interest applicable to that Class of Note during the Interest Period in which that
day falls.

In these ConditionsAddition al Interest” means in respect of a Class of Note on any date
the aggregate amount of interest which has accrued under this par@igrawhich
remains outstanding on that date. Additional Interest shall cease to accrue on Deferred
Interest when such Deferred Interest becomes due and payable.
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(v)

V)

(vi)

The full amount of Additional Interest in relation to a Class of Note (otherth&a@lass

Al Notesand the Class A2 Noteshall be due and payable on the first date upon which

the whole Principal Liability Outstanding in respect of that Class of Naterbes due for
redemption and, prior to that date, shall be due and payable on each Interest Payment Date
only to the extent of the amount to be applied in payment of such Additional Interest on
that Interest Payment Date in accordance with parag@pla, (vi) (C), (vii)(C),

(viii) (C), (IX)(C), (X)(C) and(xi)(C) below.

Interest shall accrue ahe aggregate outstanding amount of Normal Interest, Deferred
Interest and Additional Interest in respect of a Note (being @hesrdue Interest') on

each day that Overdue Interest in relation to that Note is due and payabésmains
outstanding (excluding the amount, if any, of Overdue Interest which is paid or discharged
on that day and excluding each day, if any, where Overdue Interest is paid on a later date
in accordance with Conditiolibecause the due date is not a Local Business Day) at the
same Rate of Interest applicable to that Note during the Interest Period relating to that
Note in which that day falls.

In these ConditiongDefault Interest" means in respect of a Note on any date the
aggregate amount of interest which has accrued under this parégjaphich remains
outstanding on that date.

The full amount of Default Interest in relation to a Note shall be due and payable on the
first date upon which the whole Principal Liability Outstanding in respect of that Note
beconmes due for redemption and, prior to that date, shall be due and payable on each
Interest Payment Date relating to that Note only to the extent of the amount to be applied
in payment of such Default Interest on that Interest Payment Date in accordance with
paragraphg¢v)(D), (vi)(D), (vii)(D), (viii) (D), (ix)(D), (x)(D) and (xi)(D) below (as
applicable).

Subject to Conditiord(c), on each Interest Payment Date which occurs prior to the
Security becoming enforceable, the amount available under the Revenue Priority of
Payments to be applied on that Interest Payment Date in payment of interest in respect of
the Class Al Noteand theClass A2 Note®r, should they be the Most Senior Class of
Notes, the other classesdteswill be applied as follows:

(A) first, in or towards the payment of any Normal Interest then due in respect of
each of those Notgwo ratato the amount of Normal tarest then due on each
of those Notes; and

(B) then, (in the case of@ass of Notesther than th€lass A1 Notesnd the Class
A2 Notes if that Class has become thi®st Senior Class of Notem or towards
payment of any Deferred Interest then outstagpdimrespect of each of those
Notespro ratato the amount of Deferred Interest then outstanding on each of
those Notes; and

(©) then, (in the case ofdass of Notesther tharthe Class Al Noteand the Class
A2 Notes if that Class has become thi®st Senbr Class of Notésn or towards
payment of any Additional Interest then outstanding in respect of each of those
Notespro ratato the amount of Additional Interest then outstanding on each of
those Notes; and

(D) then, in or towards payment of any Defaultehatst then outstanding in respect
of each of those Notgso ratato the amount of Default Interest then outstanding
on each of those Notes.

On each Interest Payment Date which occurs prior to the Security becoming enforceable,
the amount available unddwet Revenue Priority of Payments to be applied on that Interest
Payment Date in payment of interest in respect of the Class B Notes (when Kaisthe
Senior Class of Notgwill be applied as follows:
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(vii)

(viii)

(x)

(A) first, in or towards the payment of any Normal Intetlsh due in respect of each
of those Notegpro ratato the amount of Normal Interest then due on each of
those Notes; and

(B) then, in or towards payment of any Deferred Interest then outstanding in respect
of each of those Notepro rata to the amount of Defred Interest then
outstanding on each of those Notes; and

©) then, in or towards payment of any Additional Interest then outstanding in respect
of each of those Notepro rata to the amount of Additional Interest then
outstanding on each of those Notes; and

(D) then, in or towards payment of any Default Interest then outstanding in respect of
each of those Notgwo ratato the amount of Default Interest then outstanding
on each of those Notes.

On each Interest Payment Date which occurs prior to the Security becoming enforceable,
the amount available under the Revenue Priority of Payments to be applied on that Interest
Payment Date in payment of interest in respect of the Class C Notes (whba Mofst

Senior Class of Notgsvill be applied as follows:

(A) first, in or towards the payment of any Normal Interest then due in respect of
each of those Notgwo ratato the amount of Normal Interest then due on each
of those Notes; and

(B) then, in or toward payment of any Deferred Interest then outstanding in respect
of each of those Notepro rata to the amount of Deferred Interest then
outstanding on each of those Notes; and

(©) then, in or towards payment of any Additional Interest then outstanding intrespec
of each of those Notepro rata to the amount of Additional Interest then
outstanding on each of those Notes; and

(D) then, in or towards payment of any Default Interest then outstanding in respect
of each of those Notgso ratato the amount of Default latest then outstanding
on each of those Notes.

On each Interest Payment Date which occurs prior to the Security becoming enforceable,
the amount available under the Revenue Priority of Payments to be applied on that Interest
Payment Date in payment of inést in respect of the Class D Notes (when notbst

Senior Class of Notgsvill be applied as follows:

(A) first, in or towards the payment of any Normal Interest then due in respect of
each of those Notgwo ratato the amount of Normal Interest then due on each
of those Notes; and

(B) then, in or towards payment of any Deferred Interest then outstanding in respect
of each of those Notepro rata to the amount of Deferred Interest then
outstanding on each of those Notes; and

(©) then, in or towards payment of any Additional Interest then outstanding in respect
of each of those Notepro rata to the amount of Additional Ietest then
outstanding on each of those Notes; and

(D) then, in or towards payment of any Default Interest then outstanding in respect of
each of those Notgwo ratato the amount of Default Interest then outstanding
on each of those Notes.

On each Interestdyment Date which occurs prior to the Security becoming enforceable,
the amount available under the Revenue Priority of Payments to be applied on that Interest
Payment Date in payment of interest in respect of the Class Z Notes (when kiaisthe
Senior Cass of Noteswill be applied as follows:

- 133-



(©

)

(i)

(A) first, in or towards the payment of any Normal Interest then due in respect of
each of those Notgwo ratato the amount of Normal Interest then due on each
of those Notes; and

(B) then, in or towards payment of angferred Interest then outstanding in respect
of each of those Notepro rata to the amount of Deferred Interest then
outstanding on each of those Notes; and

©) then, in or towards payment of any Additional Interest then outstanding in respect
of each of thoseNotes pro rata to the amount of Additional Interest then
outstanding on each of those Notes; and

(D) then, in or towards payment of any Default Interest then outstanding in respect of
each of those Notgwo ratato the amount of Default Interest then outsiiag
on each of those Notes.

On each Interest Payment Date which occurs prior to the Security becoming enforceable,
the amount available under the Revenue Priority of Payments to be applied on that Interest
Payment Date in payment of interest in respe¢hefClass S Notes (when not tkest

Senior Class of Notgsvill be applied as follows:

(A) first, in or towards the payment of any Normal Interest then due in respect of
each of those Notgwo ratato the amount of Normal Interest then due on each
of thoseNotes; and

(B) then, in or towards payment of any Deferred Interest then outstanding in respect
of each of those Notepro rata to the amount of Deferred Interest then
outstanding on each of those Notes; and

(©) then, in or towards payment of any Additional Inggthen outstanding in respect
of each of those Notepro rata to the amount of Additional Interest then
outstanding on each of those Notes; and

(D) then, in or towards payment of any Default Interest then outstanding in respect of
each of those Notgwo ratato the amount of Default Interest then outstanding
on each of those Notes.

On each Interest Payment Date which occurs prior to the Security becoming enforceable,
the amount available under the Revenue Priority of Payments to be applied on that Interest
Payment Date in payment of interest in respect of the Class S VFN (when ridbste
Senior Class of Notgsvill be applied as follows:

(A) first, in or towards the payment of any Normal Interest then due in respect of
each of those Notgwo ratato the amounof Normal Interest then due on each
of those Notes; and

(B) then, in or towards payment of any Deferred Interest then outstanding in respect
of each of those Notepro rata to the amount of Deferred Interest then
outstanding on each of those Notes; and

(©) then, n or towards payment of any Additional Interest then outstanding in respect
of each of those Notepro rata to the amount of Additional Interest then
outstanding on each of those Notes; and

(D) then, in or towards payment of any Default Interest then outsigidirespect
of each of those Notgso ratato the amount of Default Interest then outstanding
on each of those Notes.

Rate of Interest

The rate of interest applicable from time to time to each class of NotesR@#te of Interest') A13.4.8
will be determinedas follows:
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(ii)

(iii)

(iv)
v)

On each Interest Determination Date (as defined below), Citibank, N.A., London Branch
acting as reference agent (thReference Agent, which expression shall include its
successors as Reference Agent under the Agency Agréeméhtdetermine the
Compounded Daily SONIA (as defined below) at approximately 11.00 a.m. (London time)
on that Interest Determination Date.

The Rate of Interest for the Interest Period in respect of each class of the Notes shall be
the Compounded Daily SONIplus theNote Interest Rat®argin (as defined below).

Subject to paragraph (ii) above, in the event that the Rate of Interest cannot be determined
in accordance with the provisions of these Conditions by the Reference Agent (or such
other party responsiblfor the calculation of the Rate of Interest), the Rate of Interest shall
be (i) that determined as at the last preceding Interest Determination Date (though
substituting, where a differeiote Interest Ratdargin is to be applied to the relevant
Interest Period from that which applied to the last preceding Interest Perio8iiotiee
Interest RateMargin relating to the relevant Interest Period in place oNb& Interest

Rate Margin relating to that last preceding Interest Period) or (i) if thereoisuch
preceding Interest Determination Date, the initial Rate of Interest which would have been
applicable to such Notes for the first Interest Period had the Notes been in issue for a
period equal in duration to the scheduled first Interest Period Hirtgean (and excluding)

the Interest Commencement Date (but applying\bie Interest RatMargin applicable

to the first Interest Period).

The minimum Rate of Interest shall be zero. There will be no maximum Rate of Interest.
In these Conditions:

"Banking Day' means, any day on which commercial banks are open for business
(including dealings in foreign exchange and foreign currency deposits) in London;

"Compounded Daily SONIA' means the rate of return of a daily compound interest
investment (with the daily Sterling overnight reference rate as reference rate for the
calculation of interest) and will be calculated by Referencedgent (or such other party
responsible for thealculation of the Rate of Interests atthe Interest Determination
Date, as follows, and the resulting percentage will be rounded if necessary to the fifth
decimal place, with 0.000005 being rounded upwards:

YO 0 00 & oQu
oQu Q

where:
"d" is the number of calendar days in the relevant Interest Period;
"do" is the number of Banking Days in the relevant Interest Period;

"i" is a series of whole numbers from one épahch representing the relevant
Banking Day in chronologicairder from, and including, the first Banking Day
in the relevant Interest Period,;

ni", for any day ", means the number of calendar days from and including
such day "i"* up to but excluding the following Banking Day;

"SONIAi-sLep" means, inrespect of any Banking Day falling in the relevant
Observation Period, the Reference Rate for the Banking Day falling five
Banking Days prior to the relevant Banking Day "i".

"Interest Commencement Daté means th&late ofissue of the Notes.

"Interest Determination Dat€' meanghe fifth Banking Day before the Interest Payment
Date for which theRateof Interestto be determined on such dat# apply;
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(d)

"Note Interest Rate Margin' means in relation to:

(A) each Class ANote, 1.05per cent. per aninm up to and excluding the Stelp
Date and thereaftdr.575per cent. per annum;

(B) each Class A2 Notd,.20per cent. per annum up to and excluding the -Biep
Date and thereaftdr.80per cent. per annum;

(© each Class B Notd,.90 per cent. per anm up to and excluding the Sté&jp
Date and thereaft&.85per cent. per annum;

(D) each Class C Not&.25 per cent. per amm up to and excluding the Sté&p
Date and thereaft&.25per cent. per annum;

(E) each Class D Note,.60 per cent. per alum up to and excluding the Sté&jp
Date and thereaft&.60per cent. per annum;

(P eachClass Z Note3.60per cent. per anm;
(G) each Class S Notd,00per cent. per aum; and
(H) each Class S VFNL.00Oper cent. per anm;

"Observation Period' means the period from and including the date falling five Banking
Days prior to the first dagf the relevant Interest Period (and the first Interest Period shall
begin on and include the Interest Commencement Date) and ending on, but excluding, the
date falling five Banking Days prior to the Interest Payment Date for such Interest Period
(or, if applicable, the date falling five Banking Days prior to any other date on which a
payment of interest is to be made in respect of the Notes);

"Referencelndex" means Compounded Daily SONIA.

"Reference Rat& meansin respect of any Banking Day, a reference rate equal to the
daily Sterling Overnight Index Average SONIA") rate for such Banking Day as
provided by the administrator of SONIA to authorised distributors and as then pablish

on the Reference Screen or, if the Reference Screen is unavailable, as otherwise published
by such authorised distributors (on the Banking Day immediately following such Banking
Day).

If, in respect of any Banking Day in the relevant Observation PahiedReference Agent

(or such other party responsible for the calculation of the Rate of Interest) determines that
the Reference Rate is not available on the Reference Screen or has not otherwise been
published by the relevant authorised distributors, dReference Rate shall be: (i) the

Bank of England's Bank Rate (thBank Rate") prevailing at close of business on the
relevant Banking Day; plus (ii) the mean of the spread of the Reference Rate to the Bank
Rate over the previous five days on which a Refee Rate has been published, excluding

the highest spread (or, if there is more than one highest spread, one only of those highest
spreads) and lowest spread (or, if there is more than one lowest spread, one only of those
lowest spreads) to the Bank Rate

"Reference Screehmeansthe Reuters Screen SONIA Pa@ge such replacement page

on that service which displays the relevant information) or, if that service ceases to display
the information, such other screen service as may be determined by the Issuer (with the
approval of the Trustee, in its sole discrejio

"Step-Up Date" means the Interest Payment Date fallingirgust 2024

Determination of Rate of Interest and Calculation of Interest Payments and Other Interest
Amounts

@

Where a paragraph of these Conditions indicates that an amsotmbe calculated in
accordance with this Conditiat(d)(i), that amount shall be the product of the following
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(ii)

(iii)

formula (using the figures indicated in that paragraph) rounded to the nearest £0.01 (0.005
being rounded upwards):

Calculation Amount x Calulation Interest Rate x

Where the Calculation Reference Period shall be 365.

The Reference Agent will, as soon as practicable afte€dOam (London timeyn each
Interest Determination Date relating to a Note:

(A) first determine the Rate of Interest applicable to that Note under Condiftipn
for the Interest Peoi relating to that Interest Determination Date; and

(B) then, separately for each class of Notes to which that Interest Determination Date
relates, calculate an amount in respect of that class in accordance with
Condition4(d)(i) using that Rate of Interest as the Calculation Interest Rate,
using the actual number of days in that Interest Period as the Calculatioh Pe

and:

Q) in the case of the first Interest Determination Date for that class, using
the aggregate of the Initial Principal Amount of that class of Notes as the
Calculation Amount; and

(2) in the case of each other Interest Determination Date for that ctasg, u

as the Calculation Amount the aggregate Principal Liability Outstanding
which will remain in respect of that class of Notes after the application of
any Available Redemption Funds on the first day of the Interest Period to
which that Interest Determation Date relates, such Available
Redemption Funds beirthe Principal Payment in respect of that Note
that is paid on such date; and

(©) then, in relation to each such class, calculate the aggregate amount of Normal
Interest which will accrue on each Notetlvat class during that Interest Period
by apportioning the amount calculated in relation to that class under par@@yaph
above between the Notes in that clgse rata to the Principal Amount
Outstanding which will remain in respect of each Note in thats after the
application of any Available Redemption Funds on the first day of the Interest
Period to which that Interest Determination Date relates, rounding each amount
so apportioned down to the nearest £0.01.

The amount calculated in respect of at®l under paragrafl€) above shall be the
"Interest Payment' in respect of that Note on that Interest Determination Date relating to
that Interest Period.

On (or as soon as practicable after) the last Business Day of the month preceding the month
in which an Interest Payment Date fallsid no later than one Buss®Day from the
Interest Determination Datéhe Issuer shall determine (or cabddL asAdministrator to
determine):

(A) the amount, if any, of Normal Interest which will be paid on each Note on that
Interest Payment Date;

(B) the amount, if any, of Deferred Imést which will be paid on each Class B Note,
Class C Note, Class D Note, Class Z Note, Class S Note or Class S VFN on that
Interest Payment Date;

(©) the amount, if any, of Deferred Interest which will have accrued and remain
outstanding on each Class B Nofdass C Note, Class D Note, Class Z Note,
Class S Note and Class S VFN on that Interest Payment Date (taking account of
all payments to be made on that Interest Payment Date);
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(D) the amount, if any, of Additional Interest which will have accrued on eack Clas
B Note, Class C Note, Class D Note, Class Z Note, Class S Note and Class S

VFN during the Interest Period ending on (but excluding) that Interest Payment
Date by:

1) separately calculating for each Class B Note, Class C Note, Class D Note,
Class Z Note, Clss S Note and Class S VFN an amount in respect of
such Note in accordance with Conditiéft)(i) using the Rate of Interest
applicable to Additionalnterest in respect of that Interest Period as the
Calculation Interest Rate, using the actual number of days in that Interest
Period as the Calculation Period, and using the aggregate amount of
Deferred Interest outstanding in respect of that class td\Nas at the
end of the first day of that Interest Period as the Calculation Amount; and

(2) then apportioning the amount calculated in relation to that class under
paragraph{1l) above between the Notes in that clgss rata to the
aggregate amount of Deferred Interest outstanding in relation to each
Note in that class, rounding each amount so apportioned down to the
nearest £0.01,;

(E) the amount, if any, of Additional Interest which will be paid on each Class B
Note, Class C Net, Class D Note, Class Z Note, Class S Note and Class S VFN
on that Interest Payment Date;

F) the amount, if any, of Additional Interest which will have accrued and remain
outstanding on each Class B Note, Class C Note, Class D Note, Class Z Note,
Class S Na and Class S VFN on that Interest Payment Date (taking account of
all payments to be made on that Interest Payment Date);

(G) the amount, if any, of Default Interest which will have accrued on each Note

during the Interest Period ending on (but excluding) thi@rest Payment Date
by:

D separately calculating for each class of Notes an amount in respect of that
class in accordance with Conditid(d)(i) using the Rate of Interest
applicable to Default Interest in respect of that Interest Period as the
Calculation Interest Rate, using the actual number of days in that Interest
Period as the Calculation Period, and using the aggregate amount of
Overdue Integst outstanding in respect of that class of Notes as at the
end of the first day of that Interest Period as the Calculation Amount; and

2) then apportioning the amount calculated in relation to that class under
paragrapl{l) above between the Notes in thatsdpro rata to the
aggregate amount of Overdue Interest outstanding in relation to each

Note in that class, rounding each amount so apportioned down to the
nearest £0.01;

(H) the amount, if any, of Default Interest which will be paid on each Note on that
Interest Payment Date; and

0] the amount, if any, of Default Interest which will have accrued and remain
outstanding on each Note on that Interest Payment Date (taking account of all
payments to be made on that Interest Payment Date).

Publication of Rate of Inteest and Interest Payments

The Reference Agent will cause the Rate of Interest and the Interest Payment applicable to each
class of Notes for each Interest Period and the relevant Interest Payment Date to be notified to the
Issuer, the Trustee, the Payingéhts, the Administrators and, for so long as any Notes are listed

by the U.K. Listing Authority and admitted to trading on the Regulated Market of the London
Stock Exchange plc (tHé.ondon Stock Exchangé), the London Stockxchange, and will cause
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(h)

the same to be published in accordance with Condlttban or as soon as possible after the
relevant InteredDetermination Date

The Issuer will cause the Deferred Interest (if any), the Additional Interest (if any) and the Default
Interest (if any) applicable to the Class B Notes, Class C Notes, Class D Notes, Class Z Notes,
Class S Notes and/or Class S VFN (as the case may begdbrinterest Period to be notified to

the Trustee, the Paying Agents and (for so long as the Class B Notes, Class C Notes, Class D Notes,
Class Z Notes and/or Class S Notes (as the case may be) are listed by the U.K. Listing Authority
and admitted to tding on the London Stock Exchange) the London Stock Exchange, and will
cause the same to be published in accordance with Contitiom later thanhe secondBusiness

Day prior to the relevant Interest Payment Date.

The Interest Payment, Deferred Interest, Additional Interest, Default Interest and Interest Payment
Date so published may subsequently be amended (or appropriate alternative arrangechents
by way of adjustment) without notice in the event of a shortening of the relevant Interest Period.

Determination or Calculation by Trustee

If the Reference Agent at any time for any reason does not determine the Rate of Interest or
calculate an Interst Payment for a Note or Notes of a particular class in accordance with
paragraph{d) above, the Trustee (or an agent on its behalf) may (buttshalhder no obligation

to do so) determine the Rate of Interest for such Note or Notes at such rate as, in its absolute
discretion (having such regard as it shall think fit to the procedure described in pafayedyuive,

but subject to the terms of the Trust Deed), it shall deem fair and reasonable in all the circumstances
or, as the case may be, the Trustee (or an agent on its behalf) maya(blog sinder no obligation

to do so) calculate the Interest Payment for such Note or Notes in accordance with pddgraph
above, and each such determination or calculation shall be deemed to have been made by the
Reference Agent.

Reference Agent

The Issuer will procure that, so long as any of the Notes rematisimnding, there will at all times

be a Reference Agent. The Issuer reserves the right at any time to terminate the appointment of
the Reference Agent. Notice of any such termination will be given to Noteholders. If any person
shall be unable or unwiiig to continue to act as the Reference Agent, or if the appointmtr of
Reference Agent shall be terminated, the Issuer will, with the approval of the Trustee, appoint a
successor Reference Agent to act as such in its placeided that neither the @signation nor
removal of the Reference Agent shall take effect until a successor Reference Agent approved by
the Trustee has been appointed.

Determinations and Reconciliation

() In the event that an Administrator Rep@tnot prepared with respect to a @action
Period (thé' Determination Period"), then the Administrators shall use the Administrator
Report in respect of the three most recent Collection Periods (or, where there are not at
least three previous Administrator Reporall previous Administrator Reports) for the
purposes of calculating the amounts available to the Issuer to make payments, as set out
in this Condition4(h) (Determinations and Reconciliatipn If the Administrator Report
relating to the Determination Period is subsequently received, the Administrators will
make the reconciliation calculationscareconciliation payments as set out in Condition
4(h)(iii). Any: (i) calculations properly done on the basis of such previous Administrator
Repots; (i) payments made under any of the Notes and Relevant Documents in
accordance with such calculations; (iii) reconciliation calculations; and (iv) reconciliation
payments made as a result of such reconciliation calculations, each in accordance with
Conrdition 4(h)(ii), 4(h)(iii) and/or4(h)(iv) shall be deemed to be done in accordance with
the provisions of the Relevant Documents and will not in themselves lead to an Event of
Default and no liability will attach to the Administrators in connection with the exercise
by them of their powers, duties and discretion for such purposes.
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(ii)

(iii)

(iv)

V)

In respect of any Determination Period, the Administrators shall:

(A) determine the Interest Determination Rdiyoreference to the three most recently
received Administrator Reports (or, where there are not at least three previous
Administrator Reports, all previous Administrator Reports received in the
preceding Collection Periods);

(B) calculate the Revenue Receifiis such Determination Period as the product of:
(i) the Interest Determination Ratio; and (ii) all payments received by the Issuer
during such Determination Period; and

©) calculate the Principal Receipts for such Determination Period as the product of:
(i) 1 minus the Interest Determination Ratio; and (ii) all payments received by the
Issuer during such Determination Period.

Following any Determination Period, upon delivery of the Administrator Reports in
respect of such Determination Period, the Administsashall reconcile the calculations
made in accordance with Conditidith) above to the actual collections set out in the
Administrator Reports a®ellows:

(A) if the Reconciliation Amount is a positive number, the Administrators shall on
the immediately following Interest Payment Date pay or provide for such amount
by allocating amounts standing to the credit of the Revenue Ledger as Available
Principd; and

(B) if the Reconciliation Amount is a negative number, the Administrators shall on
the immediately following Interest Payment Date pay or provide for such amount
by allocating amounts standing to the credit of the Principal Ledger as Available
Revenue.

If amounts standing to credit of the Revenue Ledger or Principal Ledger, as the case may
be, are insufficient to pay or provide for the applicable Reconciliation Amount in full on
the relevant Interest Payment Date the Administrators shall reallocate tarstamding

to the credit of the Revenue Ledger or Principal Ledger (as applicable) in accordance with
Condition4(h)(iii)(A) or 4(h)(iii)(B) respectively in respect of each subsequent Collection
Period (suchReconciliation Amounts to be applied accordingly on the immediately
following Interest Payment Date) until such Reconciliation Amount is paid or provided
for in full.

If the Administrators are required to provide for a Reconciliation Amount in determining
Available Revenue and Available Principal in respect of any Interest Payment Date, the
Administrators shall pay or provide for such Reconciliation Amount in accordance with
the terms of the Administration Agreement and the Administrators shall prompifly not
the Issuer and the Trustee of such Reconciliation Amount.

In this Conditiord(h):

"Interest Determination Ratio" means: (i) the aggregate Revenue Receipts calculated in the three
preceding Administrator Reports (or such smaller number of preceding Administrator Reports as
may be available on the date the Interest Determination Ratio is calculated); dividgdthm®y (
aggregate of the Revenue Receipts and the Principal Receipts calculated in such Administrator
Reports;

"Administrator Report " means a report to be provided by the Administrators in respect of each
Collection Period in @cordance with the terms of the Administration Agreement;

"Available Revenué means the moneys standing to the credit of the Transaction Account and
representing the credit balance on the Revenue Ledger;

"Available Principal” means the moneys standing to the credit of the Transaction Account and
representing the credit balance on the Principal Ledger;
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